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MILITARY CLOTHING PROCUREMENT 
(Wynn Enterprises) 


WEDNESDAY, APRIL 3, 1957 


House or REPRESENTATIVES, 
SuscOMMITTEE ON MiLirARY OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:10 a. m., in room 
1501 New House Office Building, Hon. Chet Holifield (chairman of 
the subcommittee) presiding. 

Members present: Chet Volifield (presiding), Dante B. Fascell, 
Joe M. Kilgore, Martha W. Griffiths, Glenard B. Lipscomb, and Wil- 
liam E. Minshall. 

Also present: Herbert Roback, staff director; James F. Eckhart, 
counsel ; Earl J. Morgan, chief investigator; Robert McElroy, investi- 
gator; and Carey Brewer, senior defense specialist. 

Mr. Ho.irtetp. The subcommittee will be in order. 

The Military Operations Subcommittee has scheduled 5 days of 
hearings on military clothing procurements involving Wynn Enter- 
orises, Inc., and various associated companies owned or controlled 
xy Herman D. Wynn. The principal military procuring agencies 
are the Quartermaster Corps, Department of the Army; the Marine 
Corps, Department of the Navy; and the Air Force. 

We will take testimony from representatives of these procuring 
agencies today (Wednesday, April 3) and tomorrow (Thursday, April 
4). On Friday (April 5) we will hear representatives of the De- 
partment of Labor and the Small Business Administration concern- 
ing their duties and responsibilities in determining the qualifications 
of the contractors in receiving awards of Government contracts. 

Also we have asked representatives of the Department of Defense, 
the General Services Administration, and the General Accounting 
Office to be present and to be available for questioning by subcom- 
mittee members on policies and procedures concerning bidder quali- 
fications and criteria for judging contractor performance. 

Mr. Herman D. Wynn and Mrs. Claire Wynn Ross (Mrs. Robert 
Tripp Ross) have been asked to appear before the committee next 
Monday (April 8). That phase of the hearings may carry over until 
Tuesday (April 9). 

Mr. Robert Tripp Ross, former Assistant Secretary of Defense for 
Legislative and Public Affairs, also has been requested to appear next 
Monday so that the committee can determine the nature of his associa- 
tion with any of the contractors’ companies and the degree, if any, of 
his participation in the contracts under inquiry. 

For the record, I may note that the McClellan committee also had 
these matters under investigation and an executive session was held 
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at which Mr. Ross appeared. Shortly thereafter Mr. Ross resigned 
his post at the Department of Defense and the McClellan committee 
suspended its inquiry. 

Senator McClellan informed me by letter dated February 20, 
1957, that his subcommittee had suspended its inquiry into the Ross 
matter, and he has given us access to the pertinent records of his sub- 
committee. Our investigation, I may note, is broader in scope, in that 
we are examining the whole complex of Gov ernment procurement 
operations in which the W ynn companies have been involved. 

At this point we will proceed to hear the Department of the Army 


concerning their contract relationships and experience with the Wynn 
companies. 


Maj. Gen. Henry R. Westphalinger, Director of Procurement, De- 
partment of the Army, has a brief prepared statement. We had the 
pleasure of hearing General Westphalinger several weeks ago on 
the procurement of heavy tanks. 

Then Maj. Gen. Alfred B. Denniston, Acting Quartermaster Gen- 
eral, will present a brief prepared statement, to be followed by Maj- 
Gen. Webster Anderson, Executive Director, Military Clothing and 
Textile Supply Agency. 


After these prepared statements the subcommittee members and 
staff will have questions to ask of the witnesses. 


TESTIMONY OF MAJ. GEN. HENRY R. WESTPHALINGER, DIRECTOR 
OF PROCUREMENT, DEPARTMENT OF THE ARMY; ACCOMPANIED 
BY MAJ. GEN. ALFRED B. DENNISTON, ACTING THE QUARTER- 
MASTER GENERAL; MAJ. GEN. WEBSTER ANDERSON, EXECU- 
TIVE DIRECTOR, MILITARY CLOTHING AND TEXTILE SUPPLY 
AGENCY ; MAURICE L. PARADIS, OFFICE OF THE GENERAL COUN- 
SEL, OFFICE OF THE QUARTERMASTER GENERAL; ALBERT RABY, 
OFFICE OF THE GENERAL COUNSEL, OFFICE OF THE QUARTER- 
MASTER GENERAL; KARL KABEISEMAN, OFFICE OF THE GEN- 
ERAL COUNSEL, OFFICE OF THE QUARTERMASTER GENERAL; 
MAURICE O’CONNOR, OFFICE OF THE QUARTERMASTER GEN- 
ERAL; DONALD K. WOLVERTON, GENERAL COUNSEL, MILITARY 
CLOTHING AND TEXTILE SUPPLY AGENCY; HARRY SHARGEL, 
LEGAL OFFICE, MILITARY CLOTHING AND TEXTILE SUPPLY 
AGENCY; THEODORE KOSTOS, LEGAL OFFICE, MILITARY CLOTH- 
ING AND TEXTILE SUPPLY AGENCY; JAMES P. McCRACKEN, 
LEGAL OFFICE, MILITARY CLOTHING AND TEXTILE SUPPLY 
AGENCY; JOHN A. COLLINS, INDUSTRIAL OFFICE, MILITARY 
CLOTHING AND TEXTILE SUPPLY AGENCY; AND THOMAS 
ROONEY, PROCUREMENT ADVISORY OFFICE, MILITARY CLOTH- 
ING AND TEXTILE SUPPLY AGENCY 


Mr. Hortrrerp. General W: estphalinger, I believe you have a pre- 
pared statement you wish to lead off with? 

General WestrHaincer. That is correct, sir. 

IT am Maj. Gen. Henry R. Westphalinger, Director of Procurement, 
Office of the Chief of Staff for Logistics of the Department of the 
Army. 
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I appreciate the opportunity to appear before your committee in 
connection with the procurement of military clothing and related 
items from Wynn Enterprises, Inc., and associated companies. The 
Acting Quartermaster General, Maj. Gen. Alfred B. Denniston, and 
the Executive Director, Military Clothing and Textile Supply Agen- 
cy, Maj. Gen. Webster Anderson, and supporting witnesses are with 
me and are prepared to discuss the details concerning these pro- 
curements. My remarks will deal primarily with the areas in which 
you expressed specific interest ; namely, policies regarding suspension 
or debarment of delinquent contractors, policies on multiple bidding 
by companies owned or controlled by one individual, and policies 
with respect to contract awards to companies which have no manu+ 
facturing facilities at the time of the bid opening. 

Department of Defense policy regarding suspension and debarment, 
established by the armed services procurement regulation, authorizes 
the Secretary of a military department to debar a contractor for will- 
ful failure to deliver in accordance with specifications or within the 
times of delivery provided in a contract. Debarment in addition to 
other reasons not here pertinent is also permitted for a history of fail- 
ure to perform, or of unsatisfactory performance in accordance with 
the terms of one or more contracts, provided that the failure or failures 
occur within a reasonable period of time preceding the determination 
to debar. However, failure to perform caused e acts beyond the 
control of the contractor cannot be considered. Army procurement 
procedures require the submission of detailed supporting evidence to 
the Secretary of the Army with each recommendation for debarment. 
Neither the Department of Defense nor Department of the Army regu- 
lations provide for the suspension of contractors merely for delinquent 
performance. Suspension is resorted to as an interim measure pend- 
ing investigation of a firm or individual suspected of having committed 
fraud or a criminal offense in connection with the obtaining or per- 
formance of a contract. The Comptroller General (B-73902-27 C. G: 
621, April 9, 1948) has held that the low bid of a responsible bidder 
may not be rejected merely because the bidder has defaulted under a 
prior similar contract. 

The term “multiple bidding” is understood to mean separate bids 
from companies owned or controlled by 1 individual as distinguished 
from the submission of more than 1 bid by a single business entity. 
Neither the Department of Defense nor Department of Army regula- 
tions prohibit an individual who has a controlling interest in several 
business entities from submitting a bid in the name of each entity. 
Bids received from such entities must be considered on their own 
merits unless a fraudulent or deceitful purpose can be shown or the 
bids are collusive. 

The award of a contract to a company which has no manufacturing 
facilities at the time the bids are opened is not prohibited by procure- 
ment regulations. Awards are required to be made to “sources of sup- 
plies” which are defined as either manufacturers or regular dealers. 
Our policy has been to award clothing contracts to the lowest respon- 
sible bidder if he qualifies as either a manufacturer or regular dealer. 
In general, regular dealers are required, to own, operate, or maintain 
an establishment in which supplies of the general character required 
under the contract are bought, kept in stock, and sold to the public in 
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the usual course of business. Ordinarily a manufacturer must own, 
operate, or maintain an establishment that produces on the premises 
the material or supplies required under the contract and of the general 
character described by the specifications. The practice in the Depart- 
of Army with the cut-make-and-trim industry foax been to verify that 
these standards have been met prior to making an award. Contract- 
ing officers are required to determine that the bidder is a responsible 
supplier. In making this determination, preaward surveys and finan- 
cial surveys are normally relied upon, and if a supplier can furnish 
satisfactory evidence of his ability successfully to perform the con- 
tract, he is not required to have all of the necessary facilities at the time 
bids are opened. As recently as 1955, the Comptroller General (B- 
123338-34 C. G. 595, May 12, 1955 stated that there is nothing in the 
Armed Services Procurement Act which prohibits award to a company 
which contemplates subcontracting and that an otherwise qualified 
bidder who has or can acquire the necessary facilities for performance 
may be awarded the contract notwithstanding it intends to subcontract 
the work. 

I would like Maj. Gen. Alfred B. Denniston, Acting Quartermaster 
General, to discuss Quartermaster Corps practices and procedures. 

Mr. Houtrrevp. All right. 

General Denniston, we will hear from you next. 

I notice that all the statements are short, so that we will go through 
the prepared statements and then have the questions. 

General Denniston. Mr. Chairman, I am Maj. Gen. Alfred B. 
Denniston, Acting Quartermaster General, and I am pleased to dis- 
cuss Quartermaster Corps policies and procedures utilized in the 
purchase of military clothing and related supplies. 

It has always been the policy of the Quartermaster Corps to obtain 
the best possible supplies for the least dollar cost to the taxpayer. The 
problems encountered in purchasing clothing because of the very na- 
ture of the industry differ from those existing with other commodities. 
The latest published Department of Commerce statistics show that 
approximately 80 percent of the clothing manufacturing concerns 
have fewer than 100 employees. The normal method of business for 
many of the clothing concerns is to call upon others to perform parts 
of the manufacturing process. 

Although it might be desirable to limit awards to those prospective 
contractors who possess sufficient facilities to perform the entire 
process and are considered by the industry to be topflight producers, 
such a course of action does not seem possible under the existing com- 
petitive bidding procedures. Based upon the makeup of the industry, 
to restrict our business to such manufacturers would result in an ap- 
preciable limitation on the degree of competition obtained and would 
probably result in our paying higher prices. 

We attempt to do all that we possibly can to assure ourselves before 
award that a contractor is responsible and able to perform the con- 
tract. To do this, our financial and technical people survey the fa- 
cilities and financial background of the contractor. His past record, 
current workload, and the skills and ability of his plant personnel are 
carefully considered before determination that the contractor should 
receive an award. This is an area in which judgment must be exer- 
cised, and, being human, we have at times made mistakes. In spite of 
our preaward effort to anticipate contractor difficulty with specifica- 
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tions and verify subcontractor ability to furnish components on 
schedule, deviations from contract terms and delinquencies are not un- 
common since the cut-make-and-trim industry is not a precision in- 
dustry. We are striving constantly to improve the quality of our eval- 
uation of contractor capability and reduce the contractor exceptions 
and delinquencies. For example, we have an extremely active in- 
dustry education program through the use of our industry advisory 
committees, we invite inspection of the clothing manufacturing process 
in our Philadelphia factory by prospective and current contractors, 
and we are making extraordinary efforts to introduce quality control 
procedures in the clothing industry. 

General Westphalinger has pointed out the policies concerning 
three specific areas which you suggested be discussed before your com- 
mittee. With reference to suspension or debarment of delinquent con- 
tractors, we require from our contracting officers all the information 
which would enable the Secretary of the Army to act on a recommen- 
dation for debarment of a contractors, However, unless the unsatis- 
factory performance is determined terbe so serious as to justify de- 
barment such drastic action is not warranted. If a man is merely 
delinquent, frequently it is better for us to work with him to get him 
on schedule than to terminate him and not get supplies, and certainly 
it is less costly. In addition, the Comptroller General has stated that 
the low bid of a responsible bidder may not be rejected merely because 
the bidder has defaulted under a prior similar contract. 

The submission of multiple bids creates a problem when the bids 
contain a short option period. In such cases, a bidder both of whose 
bids are low can to a certain extent control the price at which an 
award will be made by agreeing or refusing to extend the option on 
his lowest bid. A minimum option period clause will be used in in- 
vitations for bids in an effort to eliminate this problem in cut-make- 
and-trim procurements. To assist in determining how some of these 
businesses are put together and wether or not they are trying to exer- 
cise ultimate control over awards, in cut-make-and-trim bids, the Gov- 
ernment is now reserving the right to require the submission of an 
aflidavit of ownership. This right will be exercised in those cases 
where we have any doubt as to the control of the firm involved. 

We do everything we can to assure ourselves that firms to whom 
we award contracts are fully capable of furnishing what we require. 
I do not feel that, in the cut-make-and-trim industry, we can refuse 
to award a contract to a company which does not have a complete 
manufacturing concern at the time the bid is opened. The nature of 
the industry is such that many small business suppliers would be 
unable to meet this requirement. Competition would be unduly lim- 
ited, and costs undoubtedly increased. 

Maj. Gen. Webster Anderson, Executive Director of the Military 
Clothing and Textile Supply Agency, will go over some of the pro- 
cedures ‘and the problems that he faces at the purchasing level in try- 
ing to get the clothes the Armed Forces require. 

Mr. Honirretp. Thank you, General Denniston. 

You may proceed, General Anderson, with your statement. 

General Anperson. I am Maj Gen. W ebster Anderson, Executive 
Director of the Military Clothing and Textile Supply Agency. 

This is a single manager agency established by the Department of 
Defense under “the direct command of the Quartermaster General. 
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It is a central agency for the supply of all personal clothing for the 
Army, Navy, Air Force, and Marine Corps. When it is fully oper- 
ative, it will have responsibility for the standardization of items, 
cataloging, developing requirements, procurement, inspection, storage, 
distribution, maintenance and disposal of these items for the entire 
Department of Defense. 

In dealing with the clothing industry, it must be realized that 80 
percent of the manufacturers have fewer than 100 employees and 
most have limited financial resources. Generally they prefer to deal 
with private industry rather than the Government because of our 
specifications and our restrictive deviation policies. The large human 
element in clothing manufacture leads to deviations and contractors 
are reluctant to give a price consideration for what seems to them to 
be normal operating errors. 

Another factor which results in reluctance to bid for Government 
contracts is the uncertainty of receiving additional awards and main- 
taining a constant flow of work. Because of the size of most of the 
firms, any award usually invélves the utilization of the entire plant 
and there is always the danger that, after the completion of the con- 
tract, there will be no new Government business. Such civilian busi- 
ness as the firm may have had will have been lost. 

In many cases, firms that are desirous of obtaining Government 
business are unable to obtain the necessary financing. These firms 
obtain Government business through arrangements with other firms 
who qualify as manufacturers and who have adequate financial re- 
sources. Even the larger manufacturers frequently maintain only 
small plants and resort to subcontracting for the purpose of any larger 
requirements. This provides a flexibility for them without the burden 
of maintaining idle capacity. 

Because of these conditions, subcontracting and submission of bids 
on the basis of different prices for each plant is not unusual. Legiti- 
mate subcontracting activities actually promote competition by bring- 
ingin firms that might not otherwise bid. 

On the other hand, if two different bidders submit bids indicating 
the same plant and the low bidder allows an excessively short time 
for acceptance of the bid while the higher bidder allows a longer time, 
there is room for question. Thus, if the high price would be in line 
for award the bidder submitting the lower price might refuse to 
extend its option, whereas, if the high price was not in line for award, 
the low bidder might extend its option. One procedure which would 
tend to prevent this practice would be to specify a minimum period 
which bidders must allow for the acceptance of their bids. Utiliza- 
tion of such minimum option periods in invitations for bid has been 
directed. 

Prior to making awards, this Agency engages in extensive investi- 
gations to establish that prospective contractors are manufacturers or 
regular dealers with adequate capacity and know-how to manufacture 
the item within the stipulated time, in accordance with the specifica- 
tions, and that they have adequate financing to perform the contract. 

Preaward plant surveys are made by industrial specialists to estab- 
lish the capacity of plants. Bidders are required to submit financial 
statements and credit reports are obtained from banks and credit 
reporting agencies. Local employment offices and unions are queried 
as to the availability of the necessary labor supply. Checks are made 
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as to the ability of contractors to obtain components. In many cases, 
prospective contractors are required to submit samples evidencing 
their comprehension of the specifications and their ability to comply 
therewith. However, it must be kept in mind that the bidder need 
not have every piece of required machinery on hand, or every dollar of 
uired capital in the bank, or every necessary employee on the pay- 
a We take every reasonable measure to insure that these resources 
will be available as needed in the performance of the contract. In 
this industry of small producers with limited capital, if the Govern- 
ment were to insist that all the money, equipment, supplies, and per- 
sonnel be on hand prior to the award, the field of potential suppliers 
would be narrowed to the point ‘where procurement would be 
impossible. 

Unfortunately, despite all precautions, by the time the award is 
made and the contractor starts in production, conditions may change. 

The mere fact that a bidder is already delinquent on an existing 
contract does not preclude a new award if an analysis of contractor’s 
production indicates that he will complete the delinquent contract in 
sufficient time to perform the new award on time. <A delinquent con- 
tractor, already in production, may be able to perform better and 
faster than one who must start afresh. 

The contracting officer must exercise judgment. The extent of 
judgment exercised increases where he is unable to obtain coverage 
and the difference in price between the questionable bidder and the 
next higher bidder is substantial. Where the contracting officer 
throws out a low bidder because of lack of capacity, he is liable to 
criticism for wasting Government funds. If he retains the low bidder 
in the hope that promises as to capacity will be fulfilled and he will 
save the Government money, he runs the risk of being accused of hav- 
ing made an improvident award. Any evaluation of the actions of 
the contracting officer must, therefore, be made in the light of the in- 
formation available to him at the time of award and the conditions 
existing at that time. 

Delays in delivery may result from reasons which are excusable or 
inexcusable. Although, in the case of excusable delays, contracts 
could be amended to reflect a corrected delivery schedule adjusted for 
excusable delays, it is not always administratively economical to do so. 

Where the contractor is delinquent. because of inexcusable delays 
there are several considerations that might make termination for de- 
fault contrary to the interest of the Government. Among these con- 
siderations are the following: 

1. The quantity of cut parts and semicompleted garments in the 
contractor’s possession. It is ordinarily almost. impossible or ex- 

cessively expensive to transfer cut parts and semicompleted garments 
to a new contractor and it is therefore, in the interest of the Govern- 
ment to permit the contractor to complete the manufacture of the cut 
parts and semicompleted garments. 

2. The act of repurchase itself takes time and any new contractor 
would require additional time to get into production. There would 
be no point in purchasing from another contractor if the new contrac- 
tor would take longer than the original contractor. 

3. Repurchase may result in increased costs and, in the event the 
original contractor should become insolvent because of the termination, 
these increased costs m: ry not be recoverable from the contractor. 
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Because of the multiplicity of reasons for the delay in deliveries, it 
is most difficult to document a recommendation for debarment of a 
bidder for willful failure to deliver or a past history of unsatisfactory 
performance within the control of the contractor. There have been 
cases where willful failure has involved fraud and/or other violations 
of the law. In such cases, appropriate recommendations have been 
made for suspension and debarment of bidders. As far as can be 
determined, failures on the part of the Wynn associates have not been 
such as to justify a recommendation for debarment. While there 
have been delinquencies, some of the delinquencies have been excusable 
and the quality of the product has been, on the whole, good. 

I want to assure you that we have not been complacent about our 
problems. We are currently engaged in a campaign to weed out the 
inefficient: producers and those of questionable integrity and to induce 
the better producers to participate in supplying the needs of the Gov- 
ernment. We are endeavoring in every way to make dealing with the 
Government less onerous. I, as well as members of my staff, have 
attended meetings of industry and have appealed for greater partici- 
pation and for suggestions for improvement. TI assure you that we 
shall remain alert to any deficiency and make positive efforts to find 
methods of improving and economizing. 

You can see that there is considerable latitude for the contracting 
officer to exercise personal judgment. It is my duty to provide him 
with the best available facts and technical and legal advice upon which 
to base his judgment. I must guide him with poliev, train him in 
the intricacies of his task and supervise his work. If he fails, the 
responsibility for that failure is mine. 

Sir, that completes the prepared presentation. 

Mr. Hortrrmnp. Thank you, General Anderson, for your statement. 

Mr. Lipscomb, do you have any questions at this time? 

Mr. Lipscows. Mr. Chairman, I would like to ask General Dennis- 
ton a question. 

On page 3 of your statement, General, where you discuss the sub- 
mission of multiple bids, you say a minimum option period clause 
will be used. Is that something new ? 

General Denniston. That was used up until a few years ago, when 
there was a determination and interpretation of the law which required 
us fo stop using it. We now have a new interpretation of that law 
available, and we are reinstituting it. 

Mr. Lipscoms. When was that new interpretation obtained ? 

General Denniston. May I ask Mr. Wolverton to answer that 
question ? 

Mr. Wotverron. I am Mr. Wolverton, general counsel of the Mili- 
tarv Clothing and Textile Supply Agency. 

We perform the legal services for the Agency, and this question 
came within our office. We made a review of the pertinent law on the 
subject, made a recommendation to the Quartermaster General’s Office 
in Washington, and received authority from that Office to make this 
change. 

The change involves an interpretation of a Comptroller General’s 
decision, whith in itself states the contracting officer might not reject 
a bid because the bidder refused to provide or comply with such a 
requirement of a minimum option period. 
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But the activity of our Agency was such that we felt that we could 
substantiate an exception made to the Comptroller’s decision, in that 
failure to require our bidders to comply with this minimum option 
period would interfere with our orderly bidding procedure. 

And on that basis, the legal opinion was rendered to the effect that 
we might require a minimum option. 

Mr. Liescoms. When did you do this? 

Mr. Wotverton. Within the last several weeks. 

Mr. Lirscoms. The last several weeks. Do you have any idea of 
the date that you have issued this? 

Mr. Wotverton. I couldn’t give a specific date offhand, Congress- 
man. It has been very recently. 

I am informed that we received the authority within the last 10 
days. 

Mr. Lrescoms. Within the last 10 days? 

Mr. Wotverron. Yes, sir. I am unable to give the exact date. 

Mr. Ho.trrecp. Will you supply that date for the committee, 
please ? 

Mr. Wotverton. I would be glad to. 

Mr. Houtrievp. Will the gentleman yield at this time? 

Mr. Liescoms. Yes, sir. 

Mr. Hotirtevp. I hold in my hand a contract dated 12 September 
1956—or an invitation to bid, I should have said—and I read to you 
this section: 

In compliance with the above, the undersigned offers and agrees, if this bid 
be accepted within 30 calendar days (60 calendar days unless a different period 
be inserted by the bidder) from the date of the opening to furnish any or all 
of the items at which prices are quoted, at the price set opposite each item, 
delivered at the designated point within the time specified in the schedule accom- 
panying the above invitation for bids. 

Now, in what way does this new directive differ from that provi- 
sion of your bid invitation ? 

At this time the staff calls my attention to the fact that subsequent 
testimony will be taken under oath, so we will suspend further ques- 
tioning for the moment while I ask that you gentlemen, the three 
Generals who have made the statements, and Mr. Wolverton and such 
other personnel as are on your staff who intend to testify this morning, 
rise and be sworn. 

We will have a paper circulated by one of the staff members for 
each of you to sign, indicating those who have stood, so that the 
reporter will have their names. 

Do you, and each of you, solemnly swear that the testimoney you 
are about to give before this committee will be the truth, the whole 
truth, and nothing but the truth, so help you God? 

(There was a chorus of “I do.’’) 

Mr. Hotirrevp. May I have an answer to that ? 

Mr. Wotverton. Mr. Chairman, I would like to ask my assistant, 
Mr. Shargel, to answer that. 

Mr. Saree. I believe you are reading from a standard form. 

Mr. Hoxirierp. Yes. 

Mr. SxHarcer. That standard form is a blank which permits the 
bidder—if he doesn’t indicate the number of days, it will be 60 days, 
but theoretically it could be anything, 100 or 200. But we propose 
that we will tell him in the invitation that if you allow us less than, 
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let’s say, 30 days, we will not consider your bid at all. And that would 
be the change. 

Mr. Houtrietp. That is a change that is contemplated ? 

Mr. Suarcet. That is right. 

Mr. Hottrtexp. It is not a directive that has been issued ? 

Mr. Suarcer. Yes. We have issued instructions to our Procurement 
Division to put that into effect. 

Mr. Hotirretp. In the form of a directive? 

Mr. Suarcen. Well, I don’t know—you mean written? 

Mr. Houirrerp. Yes. 

Mr. Suarcen. I don’t know whether there is a written directive, but 
a directive has been issued. 

Mr. Hotrrrerp. Well, if it isn’t a written directive, is it a directive? 

Mr. Suaraet. Yes, sir. 

If they are ordered to do it, that is an order. 

Mr. Hottrrevp. But isn’t it customary to place an order in writing 
when it has to do with general procedure of procurement? 

General Anprerson. May I answer that, sir? 

Mr. Hottrretp. Yes, sir. 

General ANprerson. We have in writing a telegram from the Quar- 
termaster General, authorizing us to do that. We are taking action 
based on that telegram. In due course of time, that instruction will 
be incorporated in the formal procedures of the agency. 

Mr. Horirtevp. In other words, you have the authority to do it. 
Have you issued verbal orders to your different procuring agencies to 
follow this decision ? 

General Anperson. I have issued orders to my Purchasing Division ; 
yes, sir. 

Mr. Hortrrerp. Does that affect all of the departments of clothing 
procurement in the armed services? 

General Anpverson. We buy all of the clothing for all of the armed 
services, yes, sir, in my Purchasing Division. 

Mr. Ho.trtevp. Is it your custom to issue verbal orders as to proce- 
dures of procurement, or written directives of some kind? 

General Anprrson. If it is something that I want initiated imme- 
diately, I may issue a verbal order; yes, sir. 

Mr. Houtrrerp. And how long does it take you to follow that up 
with a written directive ? 

General Anperson. It is possible that this will not be incorporated 
in our formal procedures, formal printed procedures until there is a 
revision of those procedures. 

Mr. Horirreip. And how often do you revise your procedures ? 

General Anpverson. It will depend, sir, on how many changes have 
taken place. 

Mr. Horirrevp. In other words, as far as any changes are concerned, 
these statements refer to the future, or in essence are promises to adopt 
a procedure which has not been specified in writing and for which 
there is no definite period in your mind, as to when a written proce- 
dure will be designated ? 

General Anprrson. The procedure is now in effect, sir. 

Mr. Hortrrexp. The procedure is now in effect ? 

General Anperson. It is. 

Mr. Horrrrerp. But it has not been reduced to writing? 
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General Anperson. As far as an agency procedure is concerned, 
no. Colonel Baker, the head of my Purchasing Division, may have 
issued those instructions in writing, I do not know. 

Mr. Hotirretp. Was the inquiry of this committee responsible for 
the adoption of this contemplated procedure ¢ 

General Anperson. The investigations which we have made as well 
as your staff has made highlighted certain deficiencies in this area. 

Mr. Hortrretp. Of course, you have known about this since 1951. 
You have known about this—I hesitate to use the word—sloppy 
method of procurement for several years, have you not? These dif 
culties are nothing new, you have lived with them, you have had them 
for months, practically in every contract, particularly this group of 
contracts. On practically every one of them you have delinquencies, 
failure to perform on time, troubles with intervention of the Labor 
Department on noncompliance with the Fair Labor Standards Act 
you have had all these troubles right along, haven’t you ? 

General Anperson. On many of them; yes, sir. 

Mr. Wotverton. Mr. Chairman, may I ask the Chair if Mr. Rooney, 
our chief purchasing officer, might answer the Chair’s question? Mr. 
Rooney has been with the agency during the period of time which the 
Chair is referring to. Major General Anderson has not. And I 
think Mr. Rooney could answer—could provide the information the 
Chair is seeking. 

Mr. Horirreip. Mr. Rooney, we will be glad to hear from you. 

Mr. Roonry. Prior to the Korean situation, in July, we did have a 
clause to allow at least so many days, it was usually 20 or 30 days, de- 
pending upon the procurement. During Korea, the industry objected 
to keeping the bids open for that long on account of commitments for 
material, particularly on wool items. So we had to drop it. And it 
was reinstigated again about 1952 or 1953, and we put it back in. 
And then for the first time I came in with this ruling—the first time 
was in the first procurement of the shade 44 uniform, and I asked 
permission to insert a clause whereby each bidder would have to allow 
us at least 45 days. And that raised the question. And based upon 
the interpretation, we were informed that unless we could definitely 
state it would take exactly that many days, we were precluded from 
including that clause, and the best we could do was to notify the bidder 
or each bidder in the clause of notice that it would require so much 
time, please give us as much as you can. 

But from that time it has not been done, but it has been reopened 
again in the last month or so. And as I recall in the last 10 days or 
so we did get a memorandum from Legal that it is now permissible to 
reinsert the clause along those lines. 

To the best of my know ledge, at this moment it is in the Procedures’ 
Office being worked over for inclusion in the necessary revision of the 
clause. 

Mr. Houirr.p. Will you furnish to the committee the copy of that 
legal memorandum ? 

Mr. Rooney. The prescnt one, sir? 

Mr. Horirterp. The one that was just given you that authorizes us to 

lace this. 

Mr. Rooney. Yes, sir. 


Mr. Houtrrerp. And a draft of the directive which you intend to 
issue to corroborate the spoken requirements of General Anderson. 
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Mr. Rooney. Yes, sir. 

Mr. Hoxirrevp. I wanted to pin that one point down. 

Mr. Ecxuart. Right at this point, Mr. Wolverton, could you deter- 
mine whether or not the legal memorandum which Mr. Rooney referred 
to is the same one that you referred to interpreting a Comptroller Gen- 
eral’s decision ¢ 

Mr. Wotverton. I am not certain, Mr. Eckhart, whether it is or not. 

Mr. Shargel advises me that he wrote the memorandum, and it is the 
same that Mr. Rooney is referring to. It also has a copy of the tele- 
gram we received authorizing us to take this action. 

Mr. Liarscomn. I would like to refer to another statement on page 3, 
in the same paragraph, where it is stated that the Government is now 
reserving the right to require the submission of an affidavit of owner- 
ship. Now, when did that policy go into effect ? 

General Denniston. I cannot give you the specific date, Mr. Lips- 
comb, but I can provide that for the record. 

Mr. Lirscoms. How recent is it? 

General Denniston. It has been approximately 3 months ago. 

Mr. Liescoms. Well, further on in the next sentence it says this right 
will be exercised. Are you exercising that right at the present time ? 

General Denniston. Weare. We say, it will be exercised, with the 
qualification, it is an expensive administrative procedure, and where 
we are certain or have reasonable evidence of the ownership of a com- 
pany by proper registration, if it is a corporation, we will not require 
it; and where there is any question in our mind as to who owns the 
company, and there could be several companies commonly owned bid- 
ding on one contract, we will ask for the affidavit. 

Mr. Lirescoms. And this reservation 

General Denniston. Mr. Shargel can expand on it. 

Mr. SHarcet. It is being done now. We are now asking for afh- 
davits—I am not saying we are asking in all cases, but that affidavit is 
currently in use, and we have received such affidavits from prospective 
contractors. 

Mr. Liescoms. Do you know how long you have been exercising this 
right? 

Mr. Saree. T think it is within the last few months. 

General Denniston. Mr. Rooney. 

Mr. Rooney. I will say this, and I am pretty sure of this statement. 
Each bid on clothing contracts reserves the right to ask for the affi- 
davit. The affidavit itself is required on a case-by-case basis, depend- 
ing upon the facts, namely, the bidder receiving the bid, but. the invi- 
tation reserves the right to ask for it. And I would say it has been a 
couple of months now, Iam not sure. We had it prior, for some time 
prior to the inclusion in the invitation to bid, but we didn’t use it, I 
would say, about 2 months. 

Mr. Lipscoms. Would you say that this policy was put into effect as 
a result of an investigation that has been made? 

Mr. O’Connor. I am Mr. O’Connor. from the Office of the Quarter- 
master General. I developed this affidavit form and the procedure 
for its use. I thought it would be a good idea to have this affidavit 
to uncover situations such as developed in the McClellan hearing, that 
is what generated the affidavit form. 

This apparent collusion, you know, and finagling among bidders— 
we want to know which corporations might be set up by people who 
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have been debarred, like, for example, Lev or Kravitz, or some of that 
crowd, who might open up shop again under a new name. So if we 
had this affidavit of the ownership we could identify the people 
involved, we could identify any people such as that who are now 
barred, it was aimed at identifying the bidder. 

General Denniston. He says the McClellan committee. That cov- 
ers a considerable period of time. 

Mr. O’Connor. Well, I would say we have developed that at least 
6 or 7 months ago. 

General WEsTPHALINGER. Suppose we submit the date of that as a 
matter of record ? 

(The matter referred to is as follows :) 


JUNE 28, 1956. 
To: Commanding General, Philadelphia Quartermaster Depot. 
Subject : Action to purify cut-make-and-trim bidders’ list. 


1. It would appear that purification of the bidders’ list is dependent upon 
information which would reveal the true parties in interest of the firms 
submitting bids on cut-make-and-trim contracts. As the matter now stands, 
it is possible for a debarred bidder to establish and bid through one or more 
new corporations, thus, vitiating the debarment action. With a view to identify- 
ing debarred or suspended bidders, it has been suggested that a provision be 
inserted in invitations for bids and requests for proposals reserving the right 
as part of the preaward survey to require any bidder to submit an affidavit as 
to the ownership of the firm as well as that of any proposed subcontractors. 
The affidavit form would contain questions designed to disclose the true owner- 
ship as distinguished from record title and would have printed on the form 
the law on statements or entries generally (U. 8. C., title 18 (Crimes and 
Criminal Procedures), section 1001). 

2. It would also appear that the affidavit requirement would assist the 
contracting officer in determining whether the bidding is in fact competitive 
or is the result of direction by a party having controlling interest in several 
of the firms. 

3. Your comments on the suggestion are requested at the earliest practicable 
date. 

MERRILL L. TRIBE, 
Colonel, QMC, 
Chief, Office of Procurement and Inspection Policy, 
(For the Quartermaster General). 


Concurrence : Colonel Sanford, OP & IP, Ext. 74044. 


{First endorsement] 


PHILADELPHIA QUARTERMASTER DEPOT, 
Philadelphia, Pa., July 12, 1956. 
To: The Quartermaster General, Department of the Army, Washington, D. C. 
Subject: Action to purify cut-make-and-trim bidders list. 

1. It is believed that incorporation, invitation for bids and request for pro- 
posals issued by this agency, of a provision requiring any bidder upon request 
of the contracting officer to submit an affidavit as to the ownership of the firm, 
as well as that of any proposed subcontractors, has merit. Such a provision 
would greatly facilitate the activities of this Office in the investigation not only 
of suspected evasion of departmental debarments and suspensions, but also in 
the investigation of suspected syndicates and conspiracies in restraint of trade. 
It is believed, however, that the scope of inquiry to be provided for 
should not be limited to second or beneficial ownership but should be 
designed to disclose any circumstances whereby control or influence over the 
bidding, manufacture, and policy of a company is exercised or whereby profits 
might be siphoned off or participated in by parties other than the apparent or 
record management and ownership. The proposed provision should be broad 
enough to require disclosure by means of affidavit of all agreements, devices, con- 
tracts, and liens which may be utilized to control the conduct of a business al- 
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though on their face, such instruments may be routine commercial or financial 


arrangements. Such instruments and matters include but are not necessarily 
limited to the following: 


(a) Leases 

(b) Chattel mortgages on machinery and equipment 

(c) Mortgages on real estate and commercial property 

(d@) Conditional sales and/or leasing agreements terminating in sales of equip- 
ment 

(e) Liens imposed by judgments in courts of record, which are in addition to 
liens which may be imposed by agreement 

(f) Ownership of bonds, promissory notes and other forms of indebtedness of the 
company 

(g) Ownership of corporation stock and the holders of the rights to vote corpo- 
ration stock 


(h) Conditional assignments of stock by stockholders or owners as collateral 
security for obligations. 


2. The provision should also be broad enough to require disclosure by princi- 
pal stockholders, officers, directors, and operating personnel where such parties 
hold the same or similar interests or office in other companies, 

ALFRED M. KOosTER, 
Colonel, QMC, 

Chief, Purchasing Division 
(For the Commander). 


[Second endorsement] 


DEPARTMENT OF THE ARMY, OQMG, 
Washington, D. C., September 28, 1956. 
To: Commanding General, Philadelphia Quartermaster Depot. 
Subject: Action to purify cut-made-and-trim bidders list. 


1. Enclosed is an Affidavit Form which incorporates the recommendations 
made in the preceding paragraph. 

2. It is suggested that this form be used on a test basis for the next six 
months in cut-make-and-trim procurements and the results of such use fur- 
nished this Office no later than 30 days after the expiration of that period. 

8. Bidders should be advised in the Caution to bidders sheet that the Gov- 
ernment reserves the right, in connections with the determination of responsi- 
bility of bidders, to require submission of an affidavit of ownership. The right 
should be exercised in all cases where there is any doubt as to control of the firm 
involved. 


4. Local reproduction of the form is authorized and a local form number may 
be assigned if so desired. 
MERRILL L. TRIBE, 
Colonel, QMC, 
Chief, Office of Procurement and Inspection Policy 
(For the Quartermaster General). 


Concurrence : OGC, Management Division. 


January 23, 1957. 
Borzi/jgr/630 
To: Chief, Clothing Branch; Chief, Procedures Section, Procurement Manage- 
ment Office 
Subject: Action to purify cut-make-and-trim bidders’ list. 

1. Reference: Second endorsement from OQMG, file: QMGPI 400.12, dated 
28 Sep 56, subject same as above. 

2. In accordance with the provisions of the reference, MCTSA form 6-1, Affi- 
davit of Bidder/Offeror/Proposed Subcontractor, is available for use by the 
Clothing Branch. This form will be used on a test basis until July 24, 1957. 

8. Effective immediately, the following clause will be inserted on the Caution 
Notice to Bidder attached to each I/B: 

“In order to determine the responibility of bidders, the Government reserves 
the right to require the prompt submission of an affidavit of ownership on a 
form to be furnished by the Government. 
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4. The contracting officer should exercise the right to require submission of 
an affidavit of ownership in all cases where there is any doubt as to control of 
the firm involved. 

5. In accordance with provisions of paragraph 2 of the reference (see Incl.), 
it is requested that the Clothing Branch compile required information and 
coordinate comments with Procurement Management Office prior to submission 
to OQMG. 

O’BRIEN. 
AFFIDAVIT OF BIDDER/OFFEROR/PROPOSED SUBCONTRACTOR 


I. Purpose——The purpose of this Affidavit is to enable the Government to 
determine the ownership of, and significant interests in, firms submitting bids 
or quotstions on military procurements. 

II. Dejinitions—The word “firm” includes corporations, partnerships, joint 
ventures, affiliated groups, syndicates, proposed subcontractors and individuals 
trading under their own names or otherwise. “Major stockholder” is one hold- 
ing 25 percent or more of outstanding shares of any class. “Principal” is an 
officer, director, or major stockholder. 

III. Instructions.— 

(a) When the bidder or offeror proposes to subcontract any part of the work 
it will be his responsibility to obtain and submit, or have submitted on a timely 
basis, a separate Affidavit on this form from such proposed subcontractor (s). 

(b) Entries must be made in all blank spaces. The word “inapplicable” or 
“none” will be inserted when appropriate. When more space is required use 
separate sheets and incorporate them by reference in the appropriate blank 
space. 

IV. Statutory provision regarding false afidaviis.—U. 8S. C. Title 18 (Crimes 
and Criminal Procedures), Section 1001 provides as follows: 

Statements or entries generally. Whoever in any matter within the jurisdic- 
tion of any department or agency of the United States knowingly and willfully 
falsifies, conceals, or covers up by any trick, scheme, or device, a material fact, 
or makes any false, fictitious or fraudulent statements or representations, or 
makes or uses any false writing or document knowing the same to contain any 
false, fictitious, or fraudulent statement, or entry, shall be fined not more than 
$10,000 or imprisoned not more than five years or both. 

V. Afidavit—Pursuant to the requirement of Invitation for Bids—Requests 


for Propotalse NO.s_ 2.066) e.-65-4u I solemnly swear that the following informa- 
tion is correct to the best of my knowledge and belief : 
Cah i: Gar Ei eas ett nc eenie eds ontinn lp skedeid ob dah pana cle ae is 


(Insert name of bidder or offeror or proposed subcontractor, as appropriate) 
(1) A corporation organized and existing under the laws of the State of 

SF wchialphapsleaiasiebebct toma The officers and directors are: 
(2) a partnership consisting of the following members each of whom 


has the indicated percentage interest: Name Percent of interest 
(3) wholly owned by the Affiant except as specifically set forth herein- 
after : 


(4) a syndicate consisting of the following: 
(5) a joint venture consisting of the following joint venturers each of 
whom has the indicated percentage interest: 
(6) an affiliated group consisting of the following, each member of which 
has the indicated percentage interest: 
(b) Corporate firms: 
(1) Number of authorized and outstanding shares of stock of each class: 
(2) List of major stockholders and number of shares of each class held: 
(3) Names of individuals or firms to whom affiant’s principals have 
pledged the firm’s stock as collateral security for obligations: 
(4) Holders of rights to vote corporation stock if other than as stipu- 
lated under (b) (2) above: 
(c) All firms: 
(1) Does affiant, or do other principals in affiant’s firm have any interest 
in other firms in the same general type of industry? If so, indicate names 


of principals, firms in which interests are held, and extent of such in- 
terests: 








16 MILITARY CLOTHING PROCUREMENT 


(2) Is affiant or are other principals in affiant’s firm, indebted to any 
firms listed in V (c) (1) above? Ifso, indicate name of debtor, and amount, 
due date(s) and nature of indebtedness (Including collateral given) : 

(3) Are any of the firms listed in V (c) (1) indebted to affiant? If so, 
indicate name of debtor, and amount, due date(s) and nature of indebtedness 
(including collateral given) : 

(4) Holders of other forms of indebtedness of the firm not elsewhere 
specifically covered together with collateral given: 

(5) Liens imposed by judgments in Courts of Record and Liens imposed 
by agreement: 

(6) Leases by firm of real or personal property. Lessor: 


Amount: 
(7) Chattel Mortgages~ given on machinery..and equipment: Owner: 
Amount: 
(8) Mortgages or trusts given on real estate: Owner: 
Amount: 
(9) Conditional Sales and/or leasing agreements: Owner: 
Amount: 


(d@) Other interests in the firm and/or the aid or offer not specifically set 
forth above: 


(e) Proposed.subcontractors: Name: Address : 
Gh Oe aes oe (Firm) 
bids Dbl htt a teptahbek ee SaASe Le (Signature) 
Ch dks bet i ee ee (Title) 
Subscribed and sworn to before me this day of by 


Notary Public. 

Mr. Hortrretp. Yes. 

Mr. Lrrscomp. Is it a fact that you were not aware of such prac- 
tices until the committees began to look into the matter? 

Mr. O’Connor. I personally wasn’t aware of them. 

Mr. Horirretp. Your contracting and procuring officers must have 
been aware of the situation. 

Mr. O’Connor. Well, sir, if a corporation submits a bid, or a part- 
nership, if the financial reports and the bank reports don’t show it, it 
won’t necessarily reveal the true parties in interest of the firms sub- 
mitting the bid, if we don’t have the breakdown. But under this 
affidavit, anyone with a 25 percent or more interest has to be reported. 

Mr. Hottrrerp. That is mandatory now in every reply to a bid? 

Mr. O’Connor. We reserve the right to require that as a condition 
of an award. If we have doubts now, so that we can identify any— 
my purpose was to attempt to identify debarred bidders who might 
want to go into business again under a new name or under a front. 

Mr. Lipscoms. Mr. Chairman, I would like to refer to General 
Anderson’s statement. 

On page 2. next to the last paragraph, where you discuss receiving 

bids from different parties, you say that— 
One procedure which would tend to prevent this practice would be to specify 
a minimum period which bidders must allow for the acceptance of their bids. 
The utilization of such minimum option periods in invitations for bid has been 
directed. 

What is the date of that directive? 

General Anperson. That is the subject that we were discussing. 

Mr. Lipscoms. The same one? 

General Anperson. Yes, sir. That is about 10 days ago, I believe. 

Mr. Lrescomr. And that is the verbal directive that vou made? 

General A:rperson. Yes, sir. And we now find that there is a 
memorandum from Legal to the Purchasing Division, backing that 


Trp. 
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Mr. Liescoms. When you make a verbal directive, to how many 
people do you have to make it? 

General Anperson. The person that is going to carry it out; one 
person. 

Mr. Lipscoms. Just one. 

One more question, Mr. Chairman. 

In both statements, or maybe all three, a great deal of stress was put 
upon the fact that 80 percent of the manufacturers in this field have 
fewer than 100 employees. How many manufacturers are in this 
field ? 

General Anprrson. I would hate to say, sir. I know that 

Mr. O’Connor. I can give you that, sir. The latest figure from 
the Census—I don’t think it has been published—is 1,310 in the men’s 
and boys’ suits. And only three and a fraction, I think it is 3.6 
percent qualify as big business, that is, more than 500 employees. 
And I think there is 17 percent and a fraction between 100 and 500, 
and about 78-something percent of less than 100 employees, in the 
men’s and boys’ suits with which we deal. Those are 1954 figures. 

Mr. Liescome. With how many of these companies does the De- 
partment of Defense do business ? 

Mr. O’Connor. I wouldn’t know, sir. 

Mr. Rooney. I would say on clothing, the average business is in the 
vicinity of 175 to 200. The bidders’ list by itenm—we have a bidders’ 
list for each item of clothing—but I would say that it was between 
175 and 200 per list, with duplicates in each item. 

Mr. Liescoms. Does this mean that the Department of Defense is 
doing business with 175 out of the 1,310? 

Mr. Rooney. Not necessarily, sir. Of those bidders, only 10 percent 
will bid at any given time. 

Mr. Liescoms. Well, overall, with how many of the 1,130 do you 
do business ? 

Mr. Rooney. I say, the bidders’ list is restricted to the number of 
people on the list, except those who may come in for a bid whose 
names are not on the list. The list normally runs about 175 names, 
with duplications on the various lists, so you can’t add all the lists to- 
gether. So we are probably doing business with, perhaps, of the 
1,300, maybe 75 or a hundred, maybe 150, of the names, I can’t figure 
that one out, but normally we get about 10-percent. response for each 
bidders’ list. 

We probably make an average of 414 awards each procurement; 
an average of 414 awards, 414 contractors are awarded contracts for 
procurement. So you can’t multiply it out. 

Mr. Lirescoms. Does this mean that you are doing business with 
about 150 different firms in the Department of Defense in this field ? 

Mr. Rooney. I never had occasion to count them up, but we don’t 
have anywheres near 1,300. And I could eventually get it. But I 
would say it is barely 200 orso. We can check it. 

General Anperson. I can give you some light on that. In the 
calendar year 1956 we made 667 cut-make-and-trim contracts. Now, 
a great many of those were several contracts to one firm. 

Mr. Lirescoms. I was just trying to find out the magnitude of your 
problem, because you refer to 80 percent of the manufacturers having 
fewer than 100 people. Actually, you are dealing with very few man- 
ufacturers in this field. 
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General Anpzerson. Very few. 

Mr. Suarcet. The problem becomes greater—the fewer that bid, 
the greater the problem. 

General Anperson. That is one of the difficulties in’ procuring 
clothing today, that we have so few manufacturers either of sterling 
quality or questionable quality participating in our work. 

Mr. Horirterp. Will the gentleman yield on that point? 

Mr. Lrescoms. Yes. 

Mr. Horrrtetp. Could it be possible that your methods of procure- 
ment and the history of the unsatisfactory relations between con- 
tractor and procuring department have something to do with the lack 
of interest on the part of legitimate contractors to bid ? 

General Anperson. Sir, I have spent a great deal of my time—I 
have been with the agency since the end of June 1955—I have spent a 
great deal of my time trying to find out why we get no greater 
participation. There area great many things in Government procure- 
ment that are onerous, too, well, a firm like Hart Schaffner & Marx, 
they have got plenty of civilian business, they do not have to partici- 
pate. The best reason I can prescribe is that in this current area 
of prosperity the clothing manufacturers have all the civilian business 
that they want, they do not need to take our business. 

I cannot lay this lack of interest to any one particular element of 
our procurement procedure. 

Mr. Hotirievp. But if legitimate manufacturers who operate on a 
scale of complying with the wage standards, fair wages, as required 
by law, find themselves consistently underbid by other manufacturers 
who resort to questionable legal practices, which enable them to 
underbid legitimate manufacturers, would that not automatically 
cause a legitimate manufacturer to lose interest in bidding? 

General Anverson. I have had 1 or 2 tell me so. Of course, that 
is a matter which it is outside our power to do anything about. 

Mr. Horirtecp. Except to make recommendations, and if you find 
yourself in a disadvantageous position, certainly it would seem to me 
that you would be within your rights to make recommendations in 
regard to the procurement regulations which apparently put you in 
this position, and to try to obtain legislative authority for changes in it. 

General Anprerson. Congressman, when I find a condition which I 
feel I can document, I do just that. In this particular case, from my 
investigations, I found that the situation is not widespread among the 
people who want to do business with us. 

General Denniston. Could I add just one thing to that, Mr. Chair- 
man ? 

General Anderson and I have both talked to many of these people. 
And I have come to the conclusion that the biggest bar to the bidding 
of the manufacturer who has a going concern and has a good, substan- 
tial civilian business is, as General Anderson pointed out, under com- 
petitive bidding, if he gets one contract, that may put him in a better 
position, because he is in production, to get the next one. But he 
objects strongly to the fact that he will tie up a lot of his capacity, 
and when the next bid comes in some other perfectly fine, legitimate 
manufacturer may underbid him, and he gets it. It is the lack of 
continuity. That is not the only reason, but it is a large factor in it, 
as the top people tell us. 
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General WrestrHatincer. There is another aspect to this problem, 
too. As you know, under the procurement law we are required to use 
competitive bidding as a preferred method. This is a field that lends 
itself to formal bidding, advertised bidding, more than many other 
fields. We, therefore, are carrying out this law in this particular field. 
Now, we are under pressure to do that. And we are doing our very 
best to get as much advertised procurement as possible. 

Mr. Ho.irrevp. I think the chairman recognizes this situation. 
But when the result of a requirement, legislative requirement on the 
services, becomes onerous and becomes burdensome and unsatisfac- 
tory, it seems then that mature consideration should be given to mak- 
ing recommendations which might assist you in this field. 

General WestrHatincer. I know Mr. Higgins is planning to have 
some of the large clothing manufacturers in shortly to talk to them 
and see if we can’t get them interested in doing this business. 

Mr. Mrnsnatt. Along this line, Mr. Chairman, why wouldn’t it be 
wise to have this committee ask some of the larger and better known 
clothing manufacturers to appear before this committee, and ask 
them at first hand why they don’t wish to bid? 

Mr. Ho.trrerp. I think it might be a very good idea, Mr. Minshall, 
to do that, to find out. 

General WestrPHatincer. We would appreciate any help this com- 
mittee can give us to get improved, better contractors in this field. 

Mr. Houtrrevp. Our mission is to understand procurement and un- 
derstand the problems which you have, not just from the standpoint 
of finding them out, but also from the standpoint of recommending 
legislation which might help you. 

General WestreHatincer. I am sure that the purpose of this com- 
mittee is to help us, and we certainly would appreciate any ameliorat- 
ing legislation in this field. It has been a most difficult area to han- 
dle, and we would be most grateful to this committee for any 
assistance. 

Mr. Houirtevp. Mr. Lipscomb. 

Mr. Lirescoms. Are there any manufacturers in the cut-make-and- 
trim industry that are completely in military work ? 

General Denniston. The answer is “Yes.” 

Mr. Lirscoms. How many of those companies are there ? 

General Denniston. I don’t—I cannot answer that, and I don’t 
believe anyone here can. It is hard to determine. We know, be- 
cause some of them—we get statements from them, especially when 
we are negotiating with them with a view to terminating a contract— 
and if that contract is terminated, unless they can get some other 
Government business from either us or from another service, the 
Marines, Navy, and Air Force, they will have no business. But to 
establish that factually—and if I may, I would like to mention here 
that in that category we have some very fine producers. We do get 
contracts with good, substantial people, small, and of some of them we 
are the only customer. 

I don’t want to give the impression that we are in any way giving 
the entire industry or any particular homogeneous, you might say, 
section of it a black eye, because we do have excellent producers. 

Mr. Liescoms. Do you know of any people—I believe you referred 
to them as dealers, is that it? 
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General Denniston. We are required under the law and the regu- 
lations to recognize a dealer. 

Mr. Lipscoms. My question was going to be, Do you know of any 
dealers that are exclusively in the military procurement business? 

Mr. Rooney. In clothing, sir? 

Mr. Liescomp. Yes. 

Mr. Roonry. Not to my knowledge—I mean, they don’t deal with 

us. 
Mr. Houtrrevp. What is your definition of dealer? 
Mr. Rooney. Well, a dealer is not a manufacturer, a store that sells 
stock in the item for sale to the public, in the general category of the 
item we are buying. I don’t know of any in the clothing trade that 
would fall in that category, they do business with us exclusively, I 
don’t know any at all offhand ; they are all manufacturers. 

Mr. Suarcex. I have the official definition of a manufacturer. 

This is an Armed Services Procurement Regulation, 1-00.19: 

A regular dealer shall be deemed to be any one of the following: (1) A person 
or firm who owns, operates, or maintains a store, warehouse, or other establish- 
ment in which the materials, supplies, articles, or equipment of the general 
character described by the specification and required by the contractor bought, 
kept in stock and sold to the public in the usual course of business; (2) in the 
course of supplies of particular kinds (lumber and timber products, coal, 
machine tools, raw cotton, petroleum, green coffee, or hay, grain, feed, and 
straw) a person or firm staffing the requirement of article 101 (b) of the regula- 
tions of the Secretary of Labor under the Walsh-Healey Public Contracts Act, as 
amended, from time to time. 

Mr. Liescoms. General Anderson, when do you expect the single 
management of your agency to be fully operative? 

General Anperson. Since the first of January we have been pur- 
chasing and inspecting for all four services. The agency now controls 
supply management, all the stocks of the Army, all the wholesale 
depot stocks of the Marine Corps, with the exception of a few items, 
60 percent of the Air Force, and about 70 percent of the Navy. The 
balance of those items will be transferred to us on the 30th of June. 
Therefore, I would give, as a definite answer, the 1st of July we will be 
in full operation. 

Mr. Hotirtetp. Incidentally, this is an objective which this com- 
mittee had several years ago in studying these problems, and a recom- 
mendation of our committee. 

General Anprrson. I would be glad to give you a briefing on, sir, 
our accomplishments and our hopes. 

Mr. Liescoms. That is all the questions I have right now. 

Mr. Hotrrrecp. Mr. Minshall. 

Mr. Mrnsuatt. No questions. 

Mr. Hortrretp. Mr. Roback. 

Mr. Rosacx. I am asking a question about DA 36-030-QM-8923. 
Now, that is the contract with Wynn Enterprises, New York City. 

General Westphalinger, will you direct someone to answer the ques- 
tion whether the delivery schedule in that contract has been extended 
beyond the time of that schedule as contained in the bid offer, in the 
bid invitation ? 

General WestepHaALincer. I will be glad to. 

Mr. McCracken will answer that. 

Mr. McCracken. Mr. Roback, my name is James McCracken. I am 
in the legal office in Philadelphia. 
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The answer to your question is that on March 25 of this year, the 
schedule as contained in the contract was extended for a period 
of 60 days. 

Mr. Rosack. That is not the question I asked you, sir. I didn’t ask 
you whether there were any amendments to the contract. What I 
wanted to find out was whether—and perhaps I didn’t phrase the 
question carefully enough—after the bids were returned and before 
the contract was signed, was there an amendment to delivery dates? 

Mr. McCracken. Well, under the assumption clause, sir, the con- 
tract contained the delivery date of February 28 as issued. Under 
the assumption clause it should have been, I believe, February 12, or 
February 11. There was a mistake made when the formal contract 
was prepared in that there was approximately 17 additional days 
given to the contract. 

Mr. Rosack. Do you attribute that to an error? 

Mr. McCracken. Yes, sir. I can give you the mechanics of it, the 
explanation that I received, if you care for it. 

Mr. Rosacx. First, let’s examine the problem, and then we will see 
the extent to which it is demonstrated to be an error. You realize, of 
course, as the committee does, whether this is an error or not might go 
to the question of the validity of the contract. Do you realize that 
problem ¢ 

Mr. McCracken. No, sir. 

Mr. Wotverton. You might indicate to us what you have in mind 
there. If you mean there might not be a contract because of that? 

Mr. Rosack. Well, consider this question. Could it be a cause of 
invalidating the contract if the specified delivery date is changed be- 
fore the contract was signed but after the bids were opened ? 

Mr. Wotverton. In my opinion, no. 

Mr. Rorack. In your opinion, no. Very good. 

Now, when this invitation for bid was sent out, it specified a certain 
delivery schedule, is that right? 

Mr. McCracken. Yes, sir. 

Mr. Rosack. Now, does that delivery schedule appear on the con- 
tract as it was signed ? 

Mr. McCracken. It appeared on the invitation for bids that was 
submitted by the bidder, but when the formal acceptance was made it 
did not. 

Mr. Rosack. What was the reason why it was changed? 

Mr. McCracken. On the assumption clause we had to provide a 
minimum—I think it was 90 days from the date of the award to the 
first scheduled delivery. 

Now, the contract—the invitation was issued on August 24, and it 
was opened September 14. 

Mr. Rogpackx. When you sent that bid out, how many days did you 
think it would take you to examine the bids and award a contract? 

Mr. McCracken. Well, I am not an expert in that field, sir. Mr. 
Rooney could probably 

Mr. Ropackx. Excuse me. 

The assumption clause is related to the time you expected you would 
have to complete the award, is it not? 

Mr. McCracken. That is right, sir. 

Mr. Rosack. What is that time? 

Mr. McCracken. I would say it is anywhere from 45 to 60 days. 
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Mr. Rosacx. Will you examine the invitation for bid and advise the 
committee in how many days you expected to complete the award? 

Mr. McCracken. Well, under the assumption clause, I can tell you 
now, sir, it should have been awarded by October 1. 

Mr. Rozack. So that when you had a bid opening on it—was it the 
12th, 13th, or 14th of September—you expected to complete the con- 
tract arrangements in 2 weeks? 

Mr. McCracken. Every effort would have been—if we had gotten a 
low bidder and there were no complications, it would have been pos- 
sible to make the award in 14 to 16 days. 

Mr. Rogsack. Why didn’t you get a bidder with no complications? 

Mr. McCracken. I don’t know, sir. 

General WestrpHALINGER. You can answer that. Give him the an- 
swer. What did you do in this bidding here? 

Mr. McCracken. Well, it was a competitive bid. 

General WestpHALINGER. How many invitations did you send out? 

Mr. McCracken. We sent out 170 invitations; we received 9 bids. 

General WestrHaLincer. Now, what were the complications on 
those bids? 

Mr. McCracken. Of the 9 bids, 7 were conditional—in other words, 
the bidder stated that if he received an award on another invitation 
that was concurrently issued, that he did not want to be considered 
for this contract or this procurement. 

Mr. Rosack. Are you stating that you ruled those out by virtue of 
that statement ? 

Mr. McCracken. I am not saying—I am saying that is the complica- 
tion that we got into, Mr. Roback. 

ain Rogack. Well, didn’t the successful bidder also have an alterna- 
tive ¢ : 

Mr. McCracken. An alternative—not according to my investiga- 
tion, sir. 

Mr. Rosack. I mean, didn’t he say, “We will accept this or we will 
turn down the award if we get the other one?” 

Mr. McCracken. No, sir. 

Mr. Rogack. Didn’t all of them say that? 

Mr. McCracken. No; not according to my investigation. 

Mr. Rozack. Are you stating that when you considered the low bid- 
der of the 8 or 9 that submitted replies, it didn’t look like 7 of them 
would be eligible; is that what you are saying? 

Mr. McCracken. I am saying that we had to check. Now, these 
people may have bid—our purchasing office is divided by commodity, 
and it was possible that some of these men had bid in another com- 
modity area, and the contracting officer would, of necessity, have to 
check with the other contracting officer to see whether they were in 
the area of consideration, and whether it was likely that they would 
get a contract. 

Mr. Rorgack. Is it the sense of your testimony that you really didn’t 
have any number to pick from, and you were forced to go to this par- 
ticular bidder? If it is not your testimony, we will discontinue it, be- 
cause I was only asking you if you had any alternative. 

Mr. McCracken. In the long run, we had no alternative. This man 
was a low bidder, and we had to go to him for supply. 

General WesteHatincer. I think we can get a better answer. 
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May I just brief the case as I understand it. There were 9 replies. 
Seven of them were conditioned on receiving other work; if they got 
other work, they stated on their reply that this was void. 

Mr. Rosackx. You could have awarded them the work under this 
contract ; there was no bar to that? 

General WesTPpHALINGER. No; they stated that if they were awarded 
other contracts that this proposal was void. So that you have remain- 
ing two bids—what was it, Wynn Enterprises and Keystone? 

Now, what were the prices of these two bids? 

Mr. McCracken. Wynn Enterprises bid $100,003.50, or 149,000 at 
$3.46, or 200,000 at $3.35, or 249,000 at $3.35, with a 5-percent discount 
in 10 days, or 6 percent if awarded the entire contract. 

Keystone Coat & Apron bid on a hundred thousand, with a discount 
of one-tenth of 1 percent for 10 days at $5.55. 

Mr. Rogacx. Why didn’t you throw the bids out as being insufficient 
competition, if you only had 1 or 2 to choose from? You sent out 
178 inquiries. 

Mr. McCracken. We had nine replies, and we felt that the replies 
and the prices set were sufficient for the contracting officer to find that 
he had gotten a reasonable price. 

Mr. Rozack. You just testified that seven people were practically 
out because of the conditions attached. You can’t have it both ways. 

Mr. McCracken. We felt that there was competition as to price, 
Mr. Roback. 

Mr. Morcan. What was the price of the previous award on this 
same item ¢ 

Mr. McCracken. That will be reflected in our bid summary sheet. 

I do not have the contract file here. 

Mr. Morean. Did you not request authorization to make this award 
at a higher price than had been anticipated at the time of your 
invitation ? 

Mr. McCracken. You are speaking of the estimate that was based 
on the procurement directive, as to the price they would have to pay, 
sir? 

Mr. Morean. Right. 

What was that estimate based on? Was it not based on previous 
experience as to the cost of that item as last procured ? 

Mr. McCracken. Probably that was one of the considerations 
taken into account at the time that price was estimated. 

Mr. Rosacx. And you asked for an overruling on that point, by 
higher authority, for you to go beyond the last known recorded price 
for the item ? 

Mr. Rooney. I will give you the overall on it. 

Mr. Rosack. If that is not right, will you advise the committee? 

Mr. Suarcet. That is not overruling. 

Mr. Rogack. Let’s use a different word. Let’s say that you went 
to higher authority to get permission to pay a price higher than was 
reflected in your past, immediately past, procurement history on 
that item. 

Mr. Roonry. The procedure is as follows: When they set up the 
procurement directive, whoever initiates the directive estimates what 
the price of the units will be, all factors, current market, etc., being 
considered. In the event we get a price, regardless of what it is, we 
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have to determine if it is fair and reasonable, whether it is higher 
or lower than the estimate. 

There are ground rules as to clearances we must obtain, particularly 
if we have to get more money. We go back and recommend this award 
as being fair and reasonable for the following reasons. But whether 
they did this in this particular case, whether they did it or not, whether : 
they were exceeding the actual price, I don’t know. 

Mr. Rosack. If you don’t know it we can get it from someone else. 

But the question Mr. Morgan raised was, Was an issue presented be- 
cause of the price you were e prepared to pay? And you already testi- 

fied that there was sufficient competition, yet the price you were pre- | 
pared to pay was higher than was either estimated or recorded as 

a previous price, so you went to higher authority under your proce- 

dure to get approval for paying a higher price. 

Is the correct information different from that? J 

Mr. Suarcer. Actually, the procedure—— 

Mr. Rozacx. Will somebody tell me whether this is an accurate or 
inaccurate statement? 

General Anperson. We will have to get you that answer. ’ 

Mr. Rorack. Very good. I 

General Anprerson. I would like to point out that previous pro- . 
curement on this item was several years ago, so there would be no nec- 
essary relationship between prices. 

Mr. Rosack. That could very well be. 

General Denniston. If it is of any help, I can state that I was 
then responsible for the mechanics of sending out purchase directives 
and funding. Under the single manager, there are some differences 
in that, but we are talking ‘about presingle manager, then it was 
not uncommon for us to estimate low or high, and where we estimated 
low and didn’t give sufficient funds, they would have to come back for 


more funds, because otherwise they would illegally overobligate. t 
I do not know the specific facts of this case. I do know and can P 


state that we told them to go ahead and purchase, because we had an 
urgent need, our stocks of this item were exhausted. 

Mr. Mrnsnaty. General Anderson, when you are getting that in- 
formation about which Mr. Roback asked you, I wonder if at the 
same time, so we could have a complete picture of this whole situa- 
tion, if you could get the facts and the circumstances surrounding . 
other transactions as to going to higher authority, and how much time di 
elapsed between the original inquiry for the original contract and the bi 
subsequent bid. _ 

General Anperson. On this specific 

Mr. Mrinsuatu. Not only this specific case, but similar cases, to see 
whether or not this was an unusual practice, or whether it was done 
in the ordinary course of your dealings with these people. 

General Anperson. I would like to get the answer to this question, 
and then evaluate that in terms of normal practice. 

Mr. MinsHatt. When you do that, bring it in. 

General Anperson. I think Mr. Rooney can evaluate it in terms 
of normal practice. 

Mr. Rooney. The problem has been that if any price proposal for 
a line item exceeded by 10 percent the estimated price, we had to go 
back and get concurrence. 
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Mr. Minsuauu. That has been a general practice, to go back and get 
clearance ? 

Mr. Roonry. When the Office of the Quartermaster General issued 
a directive, we had to go back, even though they had the money. 

Mr. Minsuatu. Is this a frequent practice? Has it been a fre- 
quent practice ? 

Mr. Roonry. Yes. 

In the last few years the estimates, in my opinion, were underesti- 
mates of what we actually had to pay. 

Mr. MinsHatu. In other words, this is not an isolated case, and it 
has been frequently done in the case 

Mr. Rooney. That is correct. 

Mr. Minsnatz. Thank you. 

Mr. Rosackx. Mr. McCracken, on the delivery schedules that were 
put forth on the invitation to bid, on that invitation you cautioned 
the bidders to conform to these schedules, did you not? 

Mr. McCracken. Yes, sir. 

Mr. Rosack. And you invited their attention to the form which 
was the same as your caution on the invitation, an additional form 
PC No. 21-10, which specifies the delivery bid conditions. Do you 
recall that? 

Mr. McCracken. No, sir. 

Mr. Rosack. That form states, among other things, that delivery 
by the time specified in the invitation is an important factor and will 
be considered in making awards. You also had attached to the invi- 
tation a 90-day assumption clause, did you not ? 

Mr. McCracken. Yes. 

Mr. Rosack. What was the purpose of an assumption clause, and 
how was it related to delivery schedule? 

Mr. McCracken. The purpose of the assumption clause is to give 
the contractor sulle! ient lead time in which to begin to get his com- 
ponents and get his materials together for a performance of the 
contract. 

The 90-day is the normal lead time given for cotton clothing items. 

Now, the effect, the relations of the assumption clause to the con- 
tract, it meant that we would have—the delivery schedule as specified 
was December 31—that meant that we would have to have made an 
award by October 1 in order to validate, realize, or validate the 
delivery schedule as set forth in the contract—in the invitation for 
bid—which gave us from the 14th to the Ist of October in which to 
make the award, otherwise the delivery schedule as specified in the 
contract would have been automatically decelerated into the future 
by the number of days that we failed to meet that assumption clause. 

Mr. Ropack. You testified that the purpose of the assumption 
clause was for the benefit of the bidder; is that right? 

Mr. McCracken. Yes. 

Mr. Rorack. So that if a clause is specified, it is to enable him to 
get ready to produce under the delivery schedule, and if he submitted 
his invitation it was on the basis of a specified delivery schedule, 

Now, is it not a fact that the delivery schedule that he is required 
to deliver on, under this contract, is not the same one that everybody 
bid on? 

Mr. McCracken. Yes, that is correct. 
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General WesteHatineer. Mr. Roback, I think this is common 
throughout all procurement, if the Government takes time ev aluating 
the bid, we have to allow them sufficient time, we just can’t hold 
them 

Mr. Rosack. You haven’t followed the purport of the question, Gen- 
eral Westphalinger. The question I asked was: Is it not a fact that 
the delivery schedules specified in the contract now are the sc lules 
that have to be met, and are other than those that everybody bid on? 

General WestrHaincer. That is correct. 

What I am trying to say is, there were mitigating circumstances 
there. The Agency, in making the award, had to allow them 90 days 
after the contract was signed. 

Mr. Ropacx. Did everybody bid on an equal basis? 

General WestrHaLincer. Everybody would have had that same 
opportunity. 

Am I right on that? 

Mr. Wotverton. Yes; everybody. 

Mr. Roonry. Let me take this for a second. 

We have an administrative lead time set up for the processing of 
procurement directives. We have the amount of days set aside to 
get the IB out, the invitation for bid; we have a stipulated amount of 
time to make the award in, and then the contractor must have at least 
so many days from the date of the award to the completion of the first 
month’s deliveries. 

General Wesrrnarincer. The point I am trying to make, no con- 
tractor ‘can go ahead and start work until he has a signed contract, 
and this gives them 90 days. 

Now, that is fair across the board; every contractor is given that 
same opportunity ; he cannot—and you have to have a flexible schedule 
as the result—it would be 90 days after the signing of the contract. 

Mr. Rosackx. When this contract was drawn—and it so stated on 
its face—it was drawn in conformity with the 90-day assumption 
clause. 

Now, you stated that the fact that the bid schedules—that the deliv- 
ery dates, rather—were extended 17 days beyond the amount specified, 
that that was an error. What are the circumstances by which that 
was an error? 

Mr. McCracken. At the time of the award, the contracting officer 
is required to process the portion of the contract which is the accept- 
ance, which incorporates the invitation for bid as part of the contract. 

There is a request made on our document section for the physical 
preparation of that document. At the same time, in order to save 
time, that is done at the same time, and simultaneously for the approval 
of the award. 

And now, the time that the request went to Documents, the con- 
tracting officer did not know specifically what day that would be cited 
and approved. It may have laid on the Chief of the Purchasing Di- 
vision’s desk for a day before it was approved. 

Mr. Rogack. You are talking about the contract ? 

Mr. McCracken. No, the request for approval—the contracting 
officer is about to make an award, he goes through his branch chief 
to the Chief of Procurement, asking for approval of that award. 

Mr. Rosack. What was that date? 

Mr. McCracken. I believe it was November 9. 
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Mr. Ropack. What happened next ? 

Mr. McCracken. At the same time a request went to the Docu- 
ment Section for the preparation of the mat—there are quite a few 
copies that have to be made and we make a mat of them. At that 
moment, Mr. Roback, he couldn’t know the exact delivery schedule, 
but he knew it would be somewhere in the month of February. So 
his request going to the Document Section stated the delivery sched- 
ules would be February, March—I forget the specific case—F ebr uary, 
March, April, May, June, July—with no day specified. The practice 
has been that when that is done, the Document Section will prepare 
the mat, leaving out the specific day of the month. It will then come 
back to the contracting officer and when it meets there with the ap- 
proval from the C hief of the Branch, the month, the day of the 
month, is inserted. 

Now, the delivery schedule as contained in the invitation for bids 
here was the end of the month, December 31, the end of every month 
from then on. 

Now, it is conjecture, we can’t be positive, but somebody in the 
Document Section inserted the 28th, which was not caught by the 
contracting officer when it came back, and the acceptance was issued. 

Mr. Rosack. You mean, somebody took it upon himself, on his 
own initiative, some clerk down the line took it upon himself to fill 
in the contract ¢ 

Mr. McCracken. Yes, sir, and we feel that that was done on the 
basis of the original invitation to bid schedule, which specified the 
end of the month. 

Mr. Rosack. Don’t you check those dates? 

Mr. McCracken. I said, we do, the contracting officer normally 
does. 

Mr. Rosacx. It has been stated by Mr. Wolverton, I believe, that 
he was not aware—the question was ‘whether that date, or a different 
date, might go to the question of whether the contract was valid— 
he said he wasn’t aware of that. Are you aware of that? 

Mr. McCracken. Aware of what, sir? 

Mr. Wotverton. I am sorry, Mr. Roback, I stated it was my legal 
opinion that would not invalid: ate the contract. 

Mr. Rosack. You are entitled to express your legal opinion. 

General Wesrermauincer. We have the procurement Judge Advo- 

cate General from the Department of the Army here, if you would 
like an opinion from him, you can swear him. 

Mr. Hotirterp. Do you swear that the testimony you are about to 


give to this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 
Colonel Roverts. I do, sir. 


TESTIMONY OF COL. NATHAN J. ROBERTS, UNITED STATES ARMY, 
OFFICE OF THE JUDGE ADVOCATE GENERAL 


Mr. Houtrrecp. Will you identify yourself to the reporter ? 

Colonel Roxertrs. Col. Nathan J. Roberts, Office of The Judge 
Advocate General of the Army. 

In response to your same question, Mr. Roback, I eel that under 
the circumstances that have been expressed here that there was no 
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question as to the validity of the contract, just from the question that 
you presented. 

Mr. Rosack. You are resting it on a clerical error down the line? 

Colonel Roserts. That is correct, sir. 

Mr. Rosacxk. Now, is it not a fact, Mr. McCracken, that a report was 
made on this low bidder, and the report came back almost completely 
negative because of an inability to find out who was going to do the 
producing. and where; do you recall the circumstances ? 

Mr. McCracken. Yes. 

Mr. Ropacx. Then the prospective successful bidder asked for a 
second survey. Do you recall that fact ? 

Mr. McCracken. Yes, sir. 

Mr. Ropack. And a resurvey was made, and the recommendations 
of the surveying officer were that if the delivery schedules were moved 
ahead, he recommended that this producer get the contract; do you 
recall that ? 

Mr. McCracken. We have Mr. Collins, Mr. Roback, from our In- 
dustrial Mobilization Section. We could get the specific recommenda- 
tion. I would like to have it put in the record. 

Mr. Coxitrins. I am John A. Collins, production analyst, industrial 
office, Philadelphia quartermaster. 

T will read from the report, sir. 

The recommendation—this was taking into consideration, the de- 
livery schedule spaced on here as being December through May—the 
recommendation is contingent upon no award of a contract with de- 
livery schedule beginning earlier than January 15 upon IB-167, 
which is the one we are talking about. 

Do you want performance contingency, sir? 

Mr. Ropack. I would like to ask Colonel Roberts at this point 
whether a recommendation like that is consistent with law. 

Colonel Roserts. I would like to see it, please. 

Mr. Roracrk. Look at it, then. 

Colonel Rorerts. I find nothing in there, sir, which would make 
the contract illegal. I find nothing in the portion just read which 
would make the contract illegal. 

Mr. Rorack. If that recommendation were put into effect as it 
stood, would that make the contract illegal ? 

Colonel Rorerts. I can’t see that it would, either. 

Mr. Rorack. Doesn’t that in effect extend the delivery date for the 
bidder before the « s are opened ? 

Colonel Roserrs. I don’t understand this as being an extension of 
an agreed time for performance, but this is merely marking a new 
beginning date and a new ending date of agreements. 

Mr. Rogack. You mean if the delivery schedule is put ahead that 
that is not a new date for performance ? 

Colonel Roserts. If it begins, sir, later. 

Mr. Ropack. And ends later? 

Colonel Rorrerrs. And ends later—although you have a factual 
new delivery date, the sum and total time of performance may not 
be any longer. 

Mr. Rorackx. You mean to say that if you shoved it ahead, even 
though it required to be delivered in 6 months, if you gave them 6 
months to get ready to do it and required 6 months to do it, it still 
would not make a change? 
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Colonel Roserts. What you state certainly would be a change. 

Mr. Worverron. Mr. Roback, Mr. Rooney, I think, can provide 
information on this. 

Mr. Rooney. I would like to discuss the way the surveys are han- 
dled, just to clarify the issue. 

The request for a preaward survey is initiated by the contracting 
officer and sent to the industrial office with the schedule in the bid 
that the bidder has to comply with. They have instructions that 1f 
they feel the award may be made later, or later than they are figuri ing 
on, the schedule will have to be adjusted under the basic assumption 
clause, to indicate what the capacity of the bidder will be for the 
following couple months, in case we have to move it up. Therefore the 
bidder, the surveying officer making a recommendation may state 
that if you have to move this up for any reason he may be able to do 
it, but he is not telling them to move it up, and it is only a recommenda- 
tion of the facts he found, the determination to adjust to the respon- 
sibility of the contracting officer, that is only information, in the 
event you are required to move the schedule up, this is what he can 
do in that period. It is not a recommendation to move wp. And that 
is what that recommendation means. 

Mr. Rosack. But the contracting officer managed to find a require- 
ment to extend the 90-day assumption clause, so in the end it came 
to the same thing. 

Mr. McCracken. This survey was made on the 11th of October, and 
at that point it would have had to have been 90 days from the 11th 
of October. This is the survey you are speaking about. So that would 
have of necessity been 90 days from the 11th, which would have taken 
it to the 11th, if the information had been immediately available to 
the contracting officer at that point under the invitation and the 90-day 
assumption clause the contract could not have been—the delivery 
schedule under the contract could not have been made anything less 
than January 11 for the starting day. 

Mr. Ronack. Do you think that these people, when they bid on this 
contract and they see a delivery schedule and they give you a price 
based upon that, do they understand that that is it, or are they going 
to try to figure out the fine print of the assumption clause ? 

Mr. McCracken. We feel that they are very aware of the assump- 
tion clause. 

Mr. Hottrretp. Then all of your bidders—when you require a spe- 
cific delivery date in your invitation to bid as one of the conditions of 
the bid, as a manufacturer I would certainly take into consideration 
my ability to produce, according to that se -hedule. 

‘Now, what you are in effect telling the Committee is that the sched- 
ule actually doesn’t mean anything, because there is a latitude of 
assumption there which allows the published invitation to bid require- 
ment to be changed, and that all of them know that. 

Mr. Suarcer. May I answer that? 

Mr. Horirrevp. I am interested, and wondering why you set out 
specifically a schedule for delivery upon which the bidders bid, and 
then you grant them a latitude of some 90 days on this. 

Mr. Suarcer. May I answer that, Mr. Chairman? 

Mr. Houitrretp. Yes. 

Mr. Suarcet. When we put a delivery schedule in that. bid we intend 
that those supplies should be delivered during that period. At the 
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same time, we recognize that there are cases where we will not be able 
to make the award on time. And in all fairness to the bidders, we 
should not be put in the position of making an award after the delivery 
schedule should have started. So that for orderly administration we 
tell them, if we should miss on our assumption, that we are going to be 
out to make the bid on time, then automatically your schedule will be 
extended. It is not a case where we go out in advance with the idea 
that we are not going to adhere to it, we definitely intend to adhere 
to it. We want the bidders—we want the supplies during that pe- 
riod, we want the bidders to plan on delivering the supplies during 
that period, but if for any reason we find we can’t hit that schedule, 
then we want in all fairness to them to give them the adequate lead 
time that they need to manufacture, and in fairness, and for the pur- 
pose of orderly administration for ourselves, to have an automatic ex- 
tension of time, because in the past before we accepted such an assump- 
tion clause, in case we got stuck, and we said delivery schedule will be 
January, February, and March, and for some reason or other we were 
held up, either we had to cancel the invitation or we made an award on 
a ridiculous delivery schedule, because I believe you well know that any 
manufacturer who starts up needs lead time, you can’t just press the 
button and start the machines operating. And I want to emphasize 
that that schedule that we put in there we want. 

Mr. Rosack. Does it come to this, that even though low bidders have 
the privilege of extending their option, when you ask for it, at the 
same time no bidder could know, and no bidder could necessarily deter- 
mine whether he was quoting or he wanted to quote a price based upon 
a firm delivery schedule since that option, that extension, put the de- 
livery date to a date uncertain. No definite date is specified in the 
delivery schedule, because he does not know when you are going to 
make the award. 

Mr. Suarcet. We are telling him in effect that we recognize that 
you need a certain amount of lead time. We say, you need 90 days’ 
lead time from the time we give you an award to start making de- 
liveries. On that basis we hope to make—we want a certain delivery 
schedule, we hope to make that award 90 days before, and if possible 
we will give you more lead time, and we expect you to bid the delivery 
schedule set forth in the invitation, and if by any chance, for any rea- 
son we are not able to make the award time, we want your bid to re- 
main firm, we want the right to make the award, we don’t want to 
cancel the invitation, and in case we are delayed, you will get a com- 
mensurate extension of time for delivery. 

Mr. Rorack. Now, isn’t it a fact that when you do that the bidder 
does not know what the delivery schedule is? 

Mr. Suarce.. No. He knows that that is what we are planning 
for. He also knows that anything can happen. And that is not only 
in Government, but in private industry. We all plan—you can’t work 
without a plan. 

Mr. Ropack. Let me ask you this question, sir. On October 11 when 
you asked for an extension of option, and you said that the assumption 
clause would apply against these delivery schedules, what delivery 
schedule was required then ? 

Mr. Suarcer. I don’t know that we did ask for an extension of time 
for the option. 
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If you are talking about option time to accept the man’s bid, I 
don’t think your statement is accurate, I may be wrong. 

Mr. Ropack. What did you request on October 11? 

Mr. Suarcex. On the 11th we asked for a preaward survey, or re- 
ceived a preaward survey. 

Mr. Rozacx. What else did you ask for on October 11? 

Mr. Suarcer. I don’t know. 

Mr. Rosackx. How did you get your extension of the assumption 
clause ? 

Mr. Suarcer. The assumption clause operates automatically; it 
states that this delivery schedule is based on the assumption that we 
will make the award 90 days prior to the first delivery date. If we 
should fail to make the award within 90 days prior to the first de- 
livery date, then you will receive a commensurate extension of time 
on your delivery schedule, we don’t have to ask for it, and that is one 
of the advantages of the assumption clause. We don’t have to go 
back to the contract and ask for it. 

General WesreHauincer. Mr. Chairman, I think it is fair to all 
bidders, that was the purpose, to make it fair, and it was included 
in the invitation to bid; they were all informed of it, and this was 
common in other procurements on cut-make-and-trim. I don’t know 
how we can run the procurement business without some equalizing 
statement as that. 

Mr. Rosack. Well, I was trying to find out, General Westphalin- 
ger, whether these bidders were bidding against a firm delivery sched- 
ule ‘specified i in the invitation, or whether they were bidding against 
a guess as to when you were going to make an award, from which 
time the 90-day assumption clause would run. 

Mr. Suarcer. We hoped they were bidding on a firm delivery 
schedule. That was our intention. We want them to deliver during 
the period we tell them to deliver, and if they can’t make it, then 
we will give them a commensurate extension. 

Mrs. Grirrirus. I want to ask a question. 

If you asked them to bid on a delivery schedule of January, Febru- 
ary, and March, and the two low bidders bid $2. 85 each, and one of 
them said, “But I can’t make this until March 1,” you can throw him 
out, can’t you! 

Mr. Srarcev. That is right. 

Mrs. GriFritus. Now, then, your contracting officer, however, can 
sit around until March 4 before he signs the contract with the other 

$2.85 bidder, and then change the full schedule and give that man the 
bid, right ? 

Mr. Srarcen. Mrs. Griffiths, if you are going to assume that all of 
us in Government are crooked 

Mrs. Grirrirus. I am not assuming; I am asking. The answer is 
“Yes,” isn’t it? 

Mr. Siarcet. Only if you do not have faith in our people. I have 
faith in the people, and my answer is “No.” 

Mrs. Grirritus. That is beside the point. The answer to the ques- 
tion is “Yes”; the contracting officer can select the bidder he wants, 
right ? 

Mr. Suarcet. On your set of facts, if you bid what he said, it is 
possible. 
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Mrs. Grirrirus. Absolutely. He can change the schedule and have 
the bidder he wants get the contract. 

Mr. Suarcet. It is possible. 

Mrs. Grirrirus. He can. 

Mr. Suarcex. Mrs. Griffiths, even in your set of circumstances, if 
they are both equal bidders he couldn’t decide which one would get 
the award for the simple reason that when we have equal bidders, 
then we draw them out of a hat, and the contracting officer has no 
control over that. 

Mrs. Grirrirus. But on the set of circumstances I gave you where 
one bidder said, “But I can’t start until March,” then ‘the contracting 
officer can throw him out? 

Mr. Suarcet. He has to throw him out if he is ready to make the 
award. 

Mrs. Grrrrirns. So he has to throw him out. Then he can sit 
around and not sign the contract and change the delivery schedule 
yes, he can. 

General WrestrHatincer. Mrs. Griffiths, there is a certain safeguard 
on that. The contractor who does not get the award has the right of 
protest to the Comptroller General. 

Mrs. Grirrirus. Has he ever won? 

General WestpHatincer. Yes, very many times. And if there was 
an indication of collusion, or where this is done, the contract is null 
and void. 

Mrs. Grirrirus. I am not even suggesting that there is collusion. 
I don’t think it is collusion at all. 

Let me ask you the second question. If one of these bidders bid 
$2.90, but said, “I have got to have until March 1,” and the other one 
bid $2.85 instead, “I will meet your schedule January 1”—$2.90, and 
January 1, and the other one $2.85 but “I have until the ist of March”— 
you can throw out the $2.85 bidder, because he can’t meet the schedule, 
can’t you? 

Mr. SuHarcet. Anyone who doesn’t comply with the terms of the 
invitation can be thrown out. 

Mrs. Grirriras. And you can change the whole thing and not go 
back and ask him again, can’t you? 

Mr. Suarcer. We cannot go back and ask him again, that is right. 

Mrs. GrirritHs. That is right, you can change it? 

Mr. Srarcet. Let me make one more point. The General said as a 
safeguard he can go to the Comptroller General. Not only can he go 
to the Comptroller General, but within our own agency the contracting 
officer has a branch chief, a division chief, a commanding general, he 
has a quartermaster general, he can go to the Army or to his ‘Congress- 
man, and if you know any contractor that would take any of this ‘lying 
down without going to his Congressman or to any other echelons in the 
Army, then you know somebody I don’t know. 

Mr. Ho.trretp. You are presupposing a set of circumstances which 
may or may not occur. But I will tell you this. If a man came to me 
who was ruled out on the basis of the fact that he had bid $2.85 and 
couldn’t meet the terms of delivery in a contract and it was given toa 
man who bid $2.90 who said he could beat the terms of delivery in the 
contract, I would tell the man that came to me with the $2.85 bid not 
to waste my time, because he would be—he would have no case in 
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protesting, because he had not complied with one of the terms of the 
contract in his bid, and I would rule him out. 

Mr. Suarcet. Congressman, I am glad you take that position. But 
there are over 300 other Congressmen in the House of Representatives, 
and I can’t say that every other one will take your position. 

Mr. Rorack. Let’s establish the facts here. 

Now, is it a fact that the low bidder in this case did not have any 
facilities to produce at the time that low bid was determined? 

Mr. Suarceu. I believe that is a fact. 

General Denniston. May I answer that? 

It is a fact. And I would like to give my opinion that the super- 
visory safeguards above that contracting officer are as adequate to 
prevent it as it is possible to make them. 

Mr. Ropack. I was only asking 

Mrs. Grirrirus. I am sure they are, I agree with you perfectly. 

General Denniston. But the answer to your question is yes. 

Mrs. Grirrirus. But I insist that the contracting officer can place 
these contracts anyplace he wants to, and all he has to do is out- 
wardly comply with the regulations. That is right. 

General Denniston. But there are so many circumstances. 

General Westen aLincer. I don’t subscribe to that——— 

Mrs. Grirrirus, All he has is a little writing in the file, and he has 
got it done. 

General WestrpHaLincer. I can’t buy that. I am responsible for 
this procurement for the Department of the Army, and we don’t run 
it that way. 

Mr. Houirretp. Let the chairman say this, that in our perusal of 
these contracts and other contracts we find areas of adjustment, let’s 
put it that way, areas of adjustment in bid offerings which frequently 
allow a latitude of decision on the part of the procuring officer, the 
contracting officer, which may in the last analysis make an intangible 
fact on the part of the bidder. In other words, he is at the mercy of 
administrative judgment, and that administrative judgment when 
these contracts, these offers to bid, are left with vagueness in them and 
areas of uncertainty in them and areas of administrative judgment 
which go beyond the terms of the contract, then I am not surprised 
that a lot of people won’t bid on the contracts. I wouldn’t bid on the 
contracts if I knew that the contract didn’t mean what it said, and 
that an officer of the Government was allowed to interpret it either 
that it did mean what it said or did not, according to his whim or 
his fancy or most honest motive, because I would be bidding on an 
uncertain factor, and yet I would be binding myself to delivery which 
would affect, naturally, the price of my bid. So this area of uncer- 
tainty, as I see it, not only in these contracts, but in the others that 
we have had, where administrative judgment can be used, as Mrs. 
Griffiths said, to throw the bid one place or another, seems to me like a 

very faulty area in your procurement practices. Maybe I am wrong. 

General Wrsrrnattncer. There is no question, Mr. Chairman, that 
it is unfortunate we have any delays, we should run off on schedule. 

Mr. Houirrerp. I am not talking about delays, sir. If you have con- 
tingency in your contract, why don’t you write your contract in this 
way, that 90 days will be given from the date of the award on the 
bid, and then subsequently thereto the delivery schedule shall be as 
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follows, according to each month, in the place of leaving this vague 
area of assumption in there? 

General WestrHauinecer. Isn’t that what we are doing? 

Mr. Suarcer. Except for this, we do state specific periods. Now, 
if we were going to—— 

Mr. Ho.irrevp. But you don’t mean that. 

Mr. SuHarcet. Yes, we do. 

Mr. Horirtetp. But you don’t enforce them. 

Mr. SHarce.. We try to. 

Mr. Rosack. How does the bidder know when you are going to make 
an award ? 

Mr. Suarcet. We areallhuman. And we tried to adhere to certain 
schedules. If procurement were unscheduled, whether it was in Gov- 
ernment or any place else, you could not do business. We have to have 
a schedule. And we know what our requirements are, and we try to 
meet our requirements. 

Mr. Rosack. The chairman was directing his point to this obvious 
possibility, that if you needed more time to complete the award you 
could easily state on your invitation that the delivery schedule was 
such and such, but the dates are now such and such, and give him 
plenty of time to meet the award. 

Mr. Suarcer. What you have to keep in mind is this: We send these 
industrial specialists out to make a planned survey to determine 
whether they can hit a certain schedule. 

We obtain financial data in an effort to find whether the man is going 
to have sufficient finances to hit that schedule. We do everything— 
we work toward a schedule, and if we just had it open, where the man 
could deliver any time, we wouldn’t have anything to aim at. 

And actually, our delivery schedule represents the requirements of 
the Government in something we definitely intend to make the award 
on time for. 

Now, at one time we went out on firm delivery schedule, we had no 
assumption clause, and we got into a lot of trouble for the simple 
reason that we set a firm delivery schedule, there was no assumption 
clause, no adjustment, and by the time we made the award or were 
ready to make the award he was delinquent already, before he even 
got the contract he was delinquent, and we were faced with either 
canceling the invitation or making the award or adjusting it, and we 
didn’t think we had the authority to adjust it, and the assumption 
clause was definitely a forward step in procurement. 

Mr. Hourrrevp. The Chair is not saying that an allowance should 
not be made for tooling up. The Chair is not saying that the services 
do not have schedules of need which they wish to be fulfilled. 

But the Chair is saying that where intangible elements are left in a 
contract, such as seems to have been left in these contracts, that you 
may well find one bidder bidding on the terms of the contract and 
another bidding on the intangible assumptions which may or may not 
occur, according to the benevolence or the punitive judgment of the 
contracting officer. ‘That is the way it looks to me. 

General WesrpHatincer. Mr. Chairman, let us say that we started 
out in good faith in this case, we circularized 177 bidders. We got 
nine replies. Seven of them had conditions in them. That was 
unscheduled. We didn’t expect that. 
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Now, that is what happens on these things, unforeseen things 
occur, and that delayed the delivery, the award of this contract. 

Mr. Rorack. Since you couldn’t make an award at the time any- 
way, why didn’t you resubmit ? 

eneral Denniston. In this particular case? 

Mr. Rorack. Sure. 

General Denniston. Readvertise? 

Mr. Rozpack. Why not? You do it all the time. 

General Denniston. I will take the responsibility for that. That 
was done at my order. 

Mr. Rosgack. Let’s establish the sequence of what we have been 
talking about. 

The successful bidder in this case, as you testified, did not have any 
plant facilities to produce the contract. There is a desperate need on 
the part of the successful bidder to have some time to get some facili- 
ties together. In the course of that you decide you need more time 
to sign the contract. In the course of that, also, you find that you 
made an error which allows, in addition to an extension of some 45 
days, an additional 17 days for the successful bidder, and then finally, 
after the contract was awarded and the delivery specified even on 
the new schedules, you have amended the contract so that they will 
have even additional time to perform. 

Is that not the sequence? And if it is wrong, please so indicate. 

General WrsTpHaLINncer. What are the circumstances on that last? 

Mr. McCracken. On the last amendments? 

Mr. Ropack. Yes, sir. 

Mr. McCracken. Yes; we did amend the delivery schedule, giving 
an additional 60 days, for which we have $12,450, or 5 cents a garment, 
reduction in the price. 

General Denniston. May I answer the question about not read- 
vertising ? 

Mr. Hotirreip. Go ahead, sir. 

General Denniston. Well, it wasn’t readvertised because, not by 
me myself, but in my name, and properly in my name, it was directed 
that every effort be made to get these supplies as near the schedule as 
possible, because our stocks were exhausted, and we had an urgent 
need for them. 

Now, that is only the answer to the question why they didn’t read- 
vertise and start all over again, if that question arose. But I didn’t 
permit it. 

Mr. Rorack. Now, what is the total number of contracts with the 
associated Wynn companies by the Quartermester Corps from 1951 
to the present, inclusive ? 

General Denniston. Forty-nine is the information I have—49 is 
correct. 

Mr. Rosackx. What is the aggregate dollar value ? 

Mr. McCracken. In the vicinity of $16 million, I believe. 

Mr. Rosack. Now, on how many of those 49 contracts were there 
delinquencies in terms of deliveries ? 

Mr. McCracken. I am not prepared to answer that at this time, 
Mr. Roback. If you want the information, we will accumulate it for 
you. 
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Mr. Ropack. We requested this information from you some weeks 
ago, and I think you have submitted some parts of the information 
on the subject. You are not prepared at all to testify on it? 

Mr. Parapis. P-a-r-a-d-i-s—Paradis, Maurice L.; the Office of the 
Quartermaster General, Office of General Counsel. 

We have the basic information we have supplied to you. What we 
haven’t got—I am sorry, I haven’t told you how many there were. We 
do not have that here now. 

Mr. Ropackx. Give us approximations now, and we can check them ; 
of the 49 contracts, how many would you say were not delinquent ? 

Mr. Parapts. I don’t remember; about a dozen—I could add 
them up. 

Mr. Rosack. In other words, of the roughly 50 contracts, about 40 
of them at least were delinquent ? 

Mr. Parapis. As I say, I don’t know the exact figure. I have the 
material here. 

Mr. Rozack. Do you have any information on the duration of the 
delinquencies ? 

Mr. Parapis. Yes; we have submitted that to the committee also. 

Mr. Rosack. Have you any document that you can read to give an 
indication of the spread of the duration ? 

Mr. Parapis. Yes, sir. 

Mr. Wotvertron. While Mr. Paradis is getting that, Mr. Roback, 
we are in a position today to tell you the delinquencies or the ontime 
performance of these contracts, these current contracts. ‘Twelve of 
these contracts are current, and we are in a position to show you the 
statistical deliveries under those 12 current contracts, which will indi- 
cate that these companies have a better record than other companies 
who have been delivering on the same contracts. 

Mr. Ropack. Mr. Paradis. 

Mr. Parapts. These are just the days, starting out with Southern 
Athletic, the first one was 42 days. 

Mr. Rorack. These are delinquencies ? 

Mr. Parapts. The days behind schedule; yes, sir. 

The next was 83 days; 31 days—now, if I may pause here, in con- 
nection with the information in this regard that I submitted to the 
committee, it was taken from some summary records, and since then, 
in going over the contracts in connection with this hearing, there have 
been a few changes in the delinquencies. I will read them as corrected. 

The next one was 199 days; 70 days; 150 days; 145 days; 112 days; 
217; 30; 103; 108; 64. The next one was 77 days—I am sorry, it was 
148 in all, that breaks down to substantially—all were delivered except 
9 items, 77 days late ; 24 days; 3 days 

Mr. Hortrierp. Is that late or ahead ? 

Mr. Parantis. So far these are all late. 

Mr. Houtrrevp. All right. 

Mr. Parapis. Five days ahead of schedule; 150 days late; 117 days 
late—then we get into some current contracts with our people 

Mr. Ropack. You show some improvement, Mr. Wolverton. 

Mr. Wotverton. Yes, Mr. Roback; when Mr. Paradis finishes, I 
think it would help the committee if you gave us the opportunity to 
state the delinquencies on the current contracts in relation to the 
delinquencies of other producers on the same 
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Mr. Ropack. Let’s have the record on the current contracts, now. 

Mr. Wotvertron. Before we state that, I also wish to refer to the 
statements made by General Anderson, who distinguished between 
technical or exe usable delinquencies and those which are inexcusable. 
This is just the calendar days they were late; this, in itself, is not 
indicative th: at the contractor has been at fault. 

Mr. Ropack. Not necessarily. 

Mr. Wotverton. Not necessarily. 

We would have to consider the reasons for these delays. 

Mr. Ropack. I am sorry; Mr. Paradis didn’t read all the contracts. 
I thought that you had finished, Mr. Paradis. 

Mr. Paravis. That was all Southern Athletic. 

General WesrruaLincer. May I interject one thought on these 
contracts. 

Most of these contracts that were reported here as delinquent were 
in the area of 1951, 1952, and 1953, when, as you know, we had a very 

tight economy, we probably were putting very tight deadlines on these 
companies, and we were willing to take delinquencies provided we 
could get anything out of them. So that is an important thing to 
consider at that time. 

Mr. Houtrrevp. I think that is a fair statement. 

Mr. Morean. Included in this list also were some contracts in 1954 
and 1955 which have been completed as late as 150 days. I just didn’t 
want the general, in making that correction, to give the wrong 
impression. 

General WestrHaLInGer. 1 am not saying anything about 1954; I 
can’t offer any excuse for 1954. 

Mr. Howtrtetp. Part of the delays that Mr. Paradis read were 1954 
and 1955. 

General WestpHALINGrR, I am only restricting my remarks to the 
Korean situation. 

General Denniston. Mr. Paradis hasn’t finished his list. 

General ANpERsON. May I make one comment. 

A number of these he shows as 24 and 30 days. Now, that is a 
paper proposition. The delivery may have been made, but we don’t 
pick it up as a delivery until the paperwork has been processed, the 
receiving reports, and so forth. 

So that, many of those that show just a month late, probably were 
very close to on time, either on time or close to on time. 

Mr. Ropack. You can pay the contractor within a period of 10 
days, and you could probably pick up his delinquencies within 10 days, 
couldn’t you? 

General Denniston. We could, but it is more important to pay him. 

General WesTrHALINGER. That is not necessarily true, Mr. Roback. 
T mean, the system here is a little different. 

General Denniston. That is statistics. When we pay him—if we 
don’t pay him on time it costs the Government money, and we aim to 
do that. If we are behind in our statistics, I don’t think it is nearly 
as important. 

Mr. Howtrrerp. Will you supply this committee with a correct list ? 

Mr. Parapts. Yes, sir. 

Mr. Hoxirrecp. And we will discard those lists which have hereto- 
fore been furnished to us. 
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Mr. Parapis. There are minor variations, but I will submit the 
whole thing. 
(The material referred to is as follows :) 














Contracts 
SOUTHERN ATHLETIC CO. 
Contract No. Date of Item description Completed on | Dollar value 
award time or late 
I caddsesmenecce- nc Jan. 5,1951 | Trousers, field, wool, serge... _| 42 days late $265, 465 
QM-10654.._............- Feb. 6,1951 | Jacket, field, without liner____| 64 days late_- 264, 750 
MT eh doncnnok conn .| Mar. 1,1951 | Trousers, wool, serge, blue_- 31 days late. 274, 400 
ORs paces ccacncnsis May 29,1951 | Jacket, field, without liner.___| 127 days late-- 343, 000 
eR toc uicentieeet Nov. 9,1951 | Bathrobe, searsucker__-_._..._- 43 days late 134, 701 
on: in the. Gaia a=] Dec. 7,1951 | Trousers, field, wool, serge..__| 150 days late 594, 312 
OM-39008............. Dec. 13,1951 | Parka liner waienwicaiekss 145 days late __| 52, 000 
i ois a | Dec. 21,1951 | Liner, jacket, field -_. , 112 days late 134, 028 
QM-22977.................| Dec. 29,1951 | Parka liner wchbwilibe cen dbhal sae Meee meee 69, 000 
Ne en re carpe | Jan. 14,1952 | Jacket, shell, field__-_.......-.. | 25 days late 169, 000 
ER 5 ower ws acy .| Oct. 30,1952 | Trousers, shell, field ...----| 103 days late 100, 740 
So) 3 fate eres sre Dec. 18,1952 | Trousers, wool. -.----..----- | 108 days late 539, 439 
TAP-1769. nv : May 19,1953 |___..do Sd ___..| 64 days late 398, 000 
QM-4780_ ............-...| Nov. 10,1954 | Coat, man’s, single breasted.__| 77 days late 379, 590 
QM-5415 5 tk iemncoee ne RMI.) Guts REOTES do cs " ...-.| 24 days ahead -| 144, 060 
Ope-Gie. =... Aug. 5,1955 | Coat, man’s, WR, sateen__- 53 days ahead _} 138, 672 
QM-6424 ____- Oct. 24,1955 | Coat, man’s, cotton | 153 days late __| 523, 120 
GONE ic geiise cs ke Dec. 19,1955 | do 47 days late 120, 986 
QM-6743__- Jan. 18,1956 | Jacket, man’s, cotton (")_ 766, 041 
QM-8316 s July 31,1956 | Coat, man’s, cotton, WRS, | (*). 1, 579, 187 
| sateen. 

QM-8391 ___- ; | Aug. 15,1956 | Trousers, men’s, wool, serge (3). 249, 951 
QM-8390 ; do do. : aah Os 446, 199 


Total dollar value 





4 Schedule extended—1st delivery due, M¢ 


TAP-1770____.-- sa May 19, 1953 
TAP-1372..... . Apr. 24, 1953 
TAP-278 ; Dec. 18, 1952 | 
QM-23902__. ..| Jan. 28, 1952 
QM-21941___ Nov. 30, 1951 
QM-13749__- Mar. 28, 1951 
QM-6809__-...---.- Jan. 20,1956 | 


Total dollar value - - - bd 


TA P-2403___-_- : June 25, 1953 
TA P-205._- Aa __| Nov. 18, 1952 | 
PEE nan c5 asa ose ees Jan. 18, 1956 
PR akan ne ceennei June 30, 1956 


QM-8323.__- 
QM-8843.__- 


July 31, 1956 
0s eden Oct. 22,1956 | 


Total dollar value- -_|-_.-- 


ar. 5, 1957. 


SOUTHERN SPORTSWEAR CoO. 


Trousers, field, wool 

Trousers, shell, field Z 

Trousers, wool, OD _- 

Jacket, shell, field _ 

Trousers, field, wool, serge_---- 

do i 

Trousers, men’s, cotton, tropi- 

eal, 


Trousers, utility, cotton 
.do Ps ‘ 
Jacket, man’s, cotton, tropical 
Shirt, utility, cotton 
Jacket, man’s, tan, tropical 
| ‘ 


Delivered by expiration of delivery schedule, 28,380; delinquent as of Mar. 1, $123,310. 
Scheduled completion dat, Mar. 31, 1957. 


As of Mar. 1, 1957, 235,850 accepted. 
Schedule extended—Ist delivery due, Mar. 1, 1957. 


Deliveries currently ahead of schedule. 


& days late 

50 days late 
99 days late 
218 days late 
75 days late 


| 26 days ahead 


19 days late 


7, 686, O41 


$388, 000. 00 
600, 000. 00 
71, 936. 52 
576, 500. 00 
277, 200. 00 
218, 625, 00 
451, 050, 00 


2, 983, 311. 52 


CENTRE MANUFACTURING CO., INC. 


74 days late | 
130 days late -| 
(5) 
(8) ‘ 
28 days late _- 
(ink estce 
| 


5 Completed on schedule except for 3,160 units delinquent because rejected. y 
100 units delivered. Bankrupt subcontractor involved. New 


6 Schedule extended to Apr. 30, 1957. 43, 


subcontractor in production. 
7 Completion date schedule June 30, 1957. 


MAJORETTE SPORTSWEAR CO., INC. 


ea seca aces Apr. 10,1953 
QM-15818....-.--.-.-.-- May 8, 1951 
QM-~15821_-..- do 

QM-20853. -- i Oct. 25,1951 


Total dollar value 


18,360 units delivered as of Mar. 1, 1957 


Trousers, field, wool = st ete 
Bag, barracks, blue_--- - 
do ; 
do 





11 days late 

80 days late | 
66 days late | 
35 days ahead 


$87, 362. 50 
138, 980. 00 
117, 500. 00 
121, 500. 00 
336, 188. 70 
342, 600. 00 


1, 144, 131. 20 


$247, 500. 00 
584, 954. 00 
352, 000. 00 

40, 862 00 


1, 225, 316 00 





{ 
‘ 
( 
‘ 


a 
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Contracts—Continued 
FLORIDA ATHLETIC CO., INC. 


Contract No. Date of Item description Completed on | Dollar value 
award time or late 
CAPRI. fois céscndcdcdacs May 19,1953 | Liner, jacket, field. ..........- 113 days late... $97, 016. 50 
Pat ckummees ‘eeeciaiaatiet densi tars caste Egehtieatl do. psin 4 wihivatanateimmeidiaandial a EE Uitte 67, 133. 00 
mes li Oct. 27,1952 }..--- MO. ci Bidet BS 37 days late... 167, 784. 00 
DOCS Gala? WOES. al. cen enti kn co dincnacddebbadsh sdedebactcdnaneddpdadsetdgkdsosiy 331, 933. 50 


SALVAGE COMPANY OF TENNESSEE, INC. 








QM-28400................. Jan. 15,1952 | Trousers, shell, field_........_- | 133 days ate. $435, 500. 00 
WYNN ENTERPRISES, INC. 

| | "Le TH , Lovey) sf ite 

QM-14912____- _...-.-| Apr. 18,1951 | Trousers, wool, serge, blue....| 14 days ahead_| $214, 914. 00 
QM-14914 do do | 5 days late | 397, £86. 00 
QM-22216 _- ..| Dee. 6,1951 | Trousers, shell, field pbs 44 days late___| 562, 960. 00 
QM-23493 ...---| Jan. 15, 1952 | a ; 91 days late-_-_| 225, 608. 00 
TAP-1192._. “a __..| Apr. 10,1953 | Trousers, field, wool __. | 3 days late | 145, 000. 00 
QM -8923 : ....---| Nov. 13,1956 | Trousers, men’s, cotton. -- (8) + ada 834, 150. 00 
Total dollar value. ._|_....-.-- 3 (ie leeinswhanhdtacs | 2, 380, 218. 00 


§ Scheduled completion date July 31, 1957. As of Mar. 1, 1957, 4,480 units accepted. Request for 
delivery schedule extension being considered. 

Mr. Houirretp. Now, a question was asked in regard to the current 
deliveries. 

Mr. Suarcet. Mr. Chairman, may I make one more statement in re- 
lation to these figures. 

These figures show the last delivery under the contract, and unless 
we ani ilyze t hese figures, they may or may not mean anything. 
For example, a contractor may deliver everything on time, he has 





Mr. Rosack. You don’t have to speculate; we will be glad to accept 
your analysis. 

Mr. Suarcen. I want you to understand the problem, because I 
found that when I went over some of the most recent figures that what 
happened, as frequently happens, is that a contractor dur ing the course 
of his production produces defective garments, and those defective 
garments are accumulated, and he continues manufacturing and de- 
livering. 

Now, at the end of the contract, he tries to get us either to bushel the 
garments so that they conform to specifications, so that there is no 
problem there, or he may ask us to accept the garments with deviations. 

Now, it might take weeks or months before we decide to give him 
credit for the garments, and yet when he says he is 150 days delinquent, 
that may be for 50 garments out of a hundred thousand. 

I went through some of these current charts which, on the face, seera 
to indicate that the contractor was 6 months late, and when I checked 
the figures I found that he was 6 months late for about 3,000 garments, 
but on those 3,000 garments he was ready to deliver on schedule, and 
it took us a long time to take in those garments, because they had been 
previously rejected, he had worked on them : again, and they still didn’t 
conform to specifications. 

So to say he was 150 days means nothing, unless you find out how 
many garments were delinquent. 
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Mr. Ropack. Are you amplifying or qualifying Mr. Paradis’ testi- 
mony ? 

Mr. Swarcex. Call it anything you want. I am trying to tell you 
that figures per se mean nothing until you under stand the basis for 
the figures. It is true—Mr. Paradis says it is 150 days late; I believe 
Mr. Paradis—but I also say to you, until we get the additional infor- 
mation as to the quantity delinquent and the reason for the delinquency 
of that quantity, we have no way of either condemning or commending 
the contractor. 

Mr. Parapis. Do you want me to continue ? 

Mr. Houirtetp. You are going to furnish the full list. 

Now, there was a question, I believe, to Mr. Wolverton in regard to 
the current contracts which remains unanswered. We will try to 
get that before we adjourn. 

Mr. Wotverton. Mr. Kostos will give that information. 

Mr. Kostos. My name is Theodore Kostos, Legal Office, Philadel- 

hia. 

I think, Mr. Chairman, that if I would approach this on a contract- 
by-contract basis, it would be most helpful to the committee. 

Following up Mr. Shargel’s testimony just now, where he said that 
there were only a few delinquent out of thousands, that was the Centre 
Manufacturing, QM-6742, in which a quantity of approximately 4,200 
were apparently not delivered by the final due date. 

The contractor had actually completed the contract by the time 
indicated in his scheduled delivery. All garments had been delivered, 
with the exception of approximately 3,200 units; these units con- 
sisted of reworked lots, No. 1 and No. 2, which were packed awaiting 
approval of deviations. These lots were not actually accepted by the 
Government until March 15, 1957, just recently. 

Now, this delay should be attributed to acts of the Government, be- 
cause during this interval of time the matter had been referred to 
another service for evaluation, because of the change in this other 
service’s determination with respect to the acceptability of these items, 
the matter was finally detrmined, and the lots were finally accepted at 
a reduction of price of 10 cents a unit. 

I would characterize this contract as being on time, myself. 

Mr. Horirierp. What you are saying, then, to the committee, is 
that if he has 3.200 garments which were not manufactured to specifi- 
cations but were delivered to you, that the contractor is on time? 

Mr. Kostos. Well, I would say 

Mr. Hotirretp. You want to qualify that and say that wouldn't 
apply to the 3,200 garments, wouldn’t you ? 

Mr. Kostos. I don’t think the 3,200 garments were 3 months Jate. 
In the seale of delinquencies it should not be judged the same arbi- 
trarily or absolutely as a lot on which no projection had been made 
and nothing presented to the Government. 

General Denniston. It was a failure to meet specifications on the 
3,200 rather than a delinquency. 

Mr. Ecxnart. But the witness has testified that it was the responsi- 
bility of the Government and not the contractor. Was it not the re- 
sponsibility of the contractor when he manufactured the garments to 
see that they conformed ? 

General Dennistow. That is what I thought he was stating, that he 
had not met the specifications, because he had delivered on time; it 
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was a failure to meet specifications, which was adjusted, we believe, in 
the best interests of the Government by a reduction of 10 cents on 
each garment. 

General Anpverson. As I pointed out, sir, in my statement, the 
making of a uniform is not like the making of a piece of machinery or 
a machine item. The human element comes into play far more than 
in turning a piece on a lathe. So that it is almost impossible to turn 
outa 100 percent perfect garment. 

Mr. Rosack. The quality of the labor also comes in, and the wage 
rate paid, does it not ¢ 

General Anperson. The quality of labor, sir, in the whole cut-make- 
and-trim industry is very low. 

Mr. Rosack. And in some cases it is lower than in other cases, de- 
pending on the wage rates, for example, if you got apprentices rather 
than skilled personnel ¢ 

General Anperson. I run a clothing factory myself, and I know the 
quality even in Philadelphia, where we pay good wages, is very low. 

Mr. Worverton. Mr. Chairman, when I ‘referred this matter to 
Mr. Kostos, I didn’t realize how much time it would take the com- 
mittee to cover it in the detail that Mr. Kostos indicated on the first 
contract. 

My intention at this time was just to give a general picture of the 
perform: ince on the current contracts, which I think I could do in 
about 2 or 3 minutes, and then present to the committee 

Mr. Houtrietp. All right. And then we will adjourn, because I 
have got to make a rolleall. 

Mr. Wotverton. I will speak very quickly, and then we will present 
the other detailed information along with the old contracts. 

Now, on the procurement directive 0071, there are two companies— 
these are current contracts—one is Southern Athletic Co., the other 
is Sidron Sportswear. The current situation is that Southern Ath- 
letic is on time, and Sidron is delinquent. 

On PD-0308 there are three companies—— 

Mr. Morgan. Would you identify those by QM numbers? What 
was the QM number on the first one ? 

Mr. McCracken. 8391. 

Mr. Wotvertron. Southern Athletic, 8391; Sidron Sportswear, 3392. 

Mr. Morcan. We have no information on Sidron. 

Mr. Wotverron. I am just presenting for your information the 
general picture of performance by these companies under current 
contracts. 

Now, in the next, PD-0308, Southern Athletic Co., 8390, is on time. 
Stathen Garment Corp., 8388, is delinquent; Steinway Clothing Co., 
8389, is delinquent. 

So this is the second procurement directive in which we find a Wynn 
affiliated company on time, and his competitors delinquent, and that 
is the same case in the second one which I just mentioned. 

Mr. Morcan. Mr. Chairman, I wonder if we could get the informa- 
tion as to whether or not this is according to the or iginal delivery sched- 
ule, or if there has been an extension of the original delivery schedule 
called for in the contract. 

Was not under 8391 the first delivery due March 1, 1957 ? 

Mr. Wotverron. 8391? 
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Mr. Morcan. And was that not due to an extension of the delivery 
schedule ? 

Mr. Worverron. I am sorry; I will have to refer to other papers for 
the delivery schedule. 

Mr. Suarcet. He is now ahead of the normal schedule, when that 
contract was amended, he is now ahead of the normal schedule. 

Mr. Morean. What was the purpose of extending the delivery 
schedule ? 

Mr. Suarcet. My information is that it was delay in furnishing 
sizes. 

Mr. Morean. Mr. Chairman, rather than delay any further, if they 
would advise us on these after they give us information as to whether 
or not there was an extension of the delivery schedule that now makes 
them on schedule, it would be helpful. 

General Denniston. That will be provided. 

Mr. Wotverton. To doit now might delay the chairman. 

Mr. Morean. I said later. 

Mr. Wotverton. On the next PD, MIPR, 238, 3 companies—South- 
ern Athletic Co., 6743; Centre Manufacturing Co., 6742; and Linwood 
Outerwear, 6744. In this case Southern Athletic Co. is seriously 
delinquent, Centre Manufacturing Co. is on time, and Linwood Outer- 
wear is 3 days late. 

The next is MIPR, 104, Centre Manufacturing Co., 8323; Universal 
Pants Co., 8322; United Garment Co., 8324; Hudson Garment Co., 
8321. Centre Manufacturing, the Wynn affiliate, is 1 month late. 
Universal is 2 months late. United Garment is 3 months late. And 
Hudson Garment is 3 months late. 

On PD-2010, the Centre Manufacturing Co., 8843; Skyway Cloth- 
ing Corp., 8844; Goodwear Leather Co., 8837; Universal Pants Co., 
8840 ; Hudson Garment Co., 8838, Attila Corp., 8838 ; Linwood Outer- 
wear, Inc., 8839; and United Garment Manufacturing Co., 8842. The 
present scoreboard on those companies is that Centre Manufacturing 
is on time; Skyway Clothing Corp., is on time ; Goodwear Leather Co. 
is completely delinquent ; Universal Pants Co. is seriously delinquent ; 
Hudson Garment is seriously delinquent; Attila Corp. is seriously 
denlinquent ; Linwood Outerwear is seriously delinquent; and United 
Garment Manufacturing Co. is completely delinquent. 

Next is PDO-091, Southern Athletic 

Mr. Ho xirtetp. I am afraid we are going to have to put the rest 
of those in the record. 

Mr. Wotverton. That shows the general picture of the current 
operations. 

Mr. Hotretevp. The staff can look at the rest of those delinquencies 
on their own time. 

We will adjourn until 10 o’clock in the morning, and we hope that 
you gentlemen can be here. 

Thank you for your testimony. 

(Whereupon, at 12: 25 p. m., the subcommittee recessed, to reconvene 
at 10 a. m., Thursday, April 4, 1957.) 
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THURSDAY, APRIL 4, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Mintrary OPERATIONS, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:10 a. m., in room 
1501, New House Office Building, Hon. Chet Holifield (chairman of 
the subcommittee) presiding. 

Members present: Chet Holifield (presiding), Dante B. Fascell, 
Martha W. Griffiths, Glenard P. Lipscomb, and William E. Minshall, 

Also present: Herbert Roback, staff director; James F. Eckhart, 
counsel; Earl J. Morgan, chief investigator; Robert McElroy, investi- 
gator; and Carey Brewer, senior defense specialist. 

Mr. Houirreitp. The subcommittee will be in order. 

Yesterday we took testimony from the Quartermaster Corps con- 
cerning the performance record of the Wynn companies under their 
49 or so contracts during the past 5 years. Before we go any further 
into the matter concerning the Quartermaster Corps contracts, I 
think it might be helpful to take testimony from the Marine and 
the Air Force witnesses. 

The Marine Corps and the Air Force have comparatively few con- 
tracts, and we might get the facts on those in the record before con- 
tinuing with the Quartermaster Corps testimony. 

Who is here representing the Air Force and the Marine Corps? 

Mr. Dunn. Iam Ralph P. Dunn, civilian deputy, Procurement and 
Policy Division, Headquarters, United States Air Force. And with 
me is Henry J. Miller, who is the Chief of the Commodity Branch 
at Wilkins Air Force Depot. He is the contracting officer on one of 
these contracts. We have five, and he has official custody of the files 
of all the others. 

And then, of course, we have Col. Reagan Scurlock, whom I think 
the committee has called. He is here. 

Mr. Houtrretp. Who is here for the Marine Corps? 

Captain Facan. Mr. Chairman, I am Captain Fagan of the Navy, 
Office of Navy Materiel, Director of Procurement Division. 

With me is Mr. Bannerman, Assistant Director of the Procurement. 
Division in the ONM; Mr. Markey, OGC, Navy Department; and 
the Marine Corps, Mr. McLain. And Mr. McLain will introduce the 
Marine Corps. 

Mr. Ho.irrecp. Will the gentlemen who will be witnesses please 
stand at this time and be sworn. 
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Do you and each of you swear that the testimony you are about to 
give Lefore this committee will be the truth, the whole truth, and noth- 
ing but the truth, so help you God? 

(There was a chorus of “I do’s.”) 


TESTIMONY OF CAPT. E. M. FAGAN, SUPPLY CORPS, UNITED STATES 
NAVY; ACCOMPANIED BY G. C. BANNERMAN, OFFICE OF NAVAL 
MATERIEL, UNITED STATES NAVY; MAJ. THOMAS E. McCARTHY, 
PROCUREMENT OFFICE, UNITED STATES MARINE CORPS SUPPLY 
ACTIVITY, PHILADELPHIA, PA.; J. W. McLAIN, ASSISTANT HEAD 
OF PROCUREMENT SECTION, UNITED STATES MARINE CORPS 
SUPPLY ACTIVITY, PHILADELPHIA, PA.; J. A. STEELMAN, FOR- 
MER CONTRACTING OFFICER, UNITED STATES MARINE CORPS 
SUPPLY ACTIVITY, PHILADELPHIA, PA.; AND GEORGE W. 
MARKEY, JR., ASSISTANT TO THE GENERAL COUNSEL, NAVY 
DEPARTMENT 


Mr. Hottrretp. Gentlemen, be seated. We would like to have the 
Marine Corps witnesses first. 

Will each of you, as you are called upon for testimony, identify 
yourself to the reporter in order to keep the transcript orderly ? 

Mr. Roback? 

Mr. Ropack. Will you read into the record a list of the contracts 
awarded by the Marine Corps to any of the Wynn companies, stat- 
ing the dates, the dollar amounts, and quantities ? 

Mr. McLarty. My name is McLain, Assistant Head of the Procure- 
ment Section, Supply Department, Marine Corps. 

There were four contracts. The first one was awarded the Florida 
Athletic Co., Inc. 

Mr. Rogpackx. Will you also at that point identify the contracting 
officer ? 

Mr. McLarty. Yes, sir. The contracting officer is Mr. Joe Steel- 
man. The contract number is N5OM-11421. It was awarded June 
30, 1954, in the amount of $14,300. 

The second contract was with the Southern Athletic Co., Inc. The 
contracting officer again was Joe Steelman. The contract number 
N150M-11630. It was awarded September 26, 1955, in the amount 
of $74,932. 

The next contract was with Southern Athletic Co., Inc.; the con- 
tracting officer, Joe Steelman; the contract number N150M-263. It 
was awarded November 3, 1955, in the amount of $45,024.25, 

The next one was with Southern Aviation Co., Inc. The contract- 
ing officer is Joe Steelman. The contract number is N150M-1984, 
awarded September 12, 1956, in the amount of $16,990. 

Mr. Rozsacx. How many contracts is that altogether ? 

Mr. McLatn. That is four. 

Mr. Ropsack. And what is the aggregate amount ? 

Mr. McLarty. Approximately $151,000. 

Mr. Ropack. Were any of these negotiated contracts? 

Mr. McLarty. All formally advertised. 

Mr. Ropack. How many, if any, of these contracts were completed 
on schedule? 

Mr. McLarn. None of them. 

Mr. Ropack. Do you have the number of days beyond the specified 
final delivery date that these contracts were completed ? 
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Mr. McLain. Yes, sir, we can give you that. 

The first contract—would you like the number ? 

Mr. Morean. Just the last few digits to identify it. 

Mr. McLarn. Call it 11421. They were 72 days late. 

On 11630, approximately 11 months; on 263, approximately 9 
months late; on 1984, approximately 60 days late. 

Mr. Rosack. And none of these contracts were terminated for de- 
fault, were they ? 

Mr. McLain. No, sir. 

Mr. Rozack. Were any of the delays on any of the contracts consid- 
ered the responsibility of the Government? 

Mr. McLain. Yes, sir. 

Mr. Ropack. Can you indicate to what extent, and to what extent 
the responsibility was that of the contractor ? 

Mr. McLain. I think I would like to have Major McCarthy an- 
swer that. He was head of the Purchasing and Contracting Branch 
at the time, and he is more familiar with the details of it. 

Major McCarrny. My name is Maj. Thomas E. McCarthy, United 
States Marine Corps, in Philadelphia. At that time I was the officer 
in charge of purchasing and contracting. 

With reference to the first contract, Florida Athletic Co., awarded 
on June 30, 1954, in that instance we were purchasing 2,000 softball 
uniforms. These uniforms were trimmed in scarlet and gold, the Ma- 
rine Corps colors. These items were purchased—the problem that 
arose which we recognize was the matter of getting the proper shade 
of scarlet and gold, both of which are difficult to dye properly. The 

contractor had some diffic ‘ulty in getting the small quantity of scarlet 
and gold trimming for these 2,000 uniforms. And after several at- 
temps to get a vat-dyed color, we finally agreed on a 3-cent per gar- 
ment reduction to accept a substitute type of dyeing. I believe it was 
called naphthal dye. 

Mr. Ropack. Was that a change or a waiver of the specifications ? 

Major McCarrny. No, that was an amendment to the contract. 

Mr. Ropacx. A change in specifications ¢ 

Major McCarrny. In essence; yes, sir. 

And as a result of that, the business of getting the proper shade, 
which we recognized, and he did, he finally delivered the material 
approximately 60 days after the—72 days after the date stipulated 
in the contract. 

Mr. Fascett. Mr. Chairman, may I inquire—— 

Mr. Horirrecp, Mr. Fascell. 

Mr. Fasceit. Major, you say “we recognized.” Whom do you 
mean ? 

Major McCarruy. The Government, myself, as the contracting 
officer. 

Mr. Fasceii. Did you make the decision ? 

Major McCarrny, I was the officer in charge at that time. 

Mr. Fasceti. Did you make the decision ? 

Major McCarrny. I may well have—I believe I did. 

Mr. Fascett. Do you recall whether you did or not? 

Major McCarruy. Precisely no. It was either me or Mr. Steelman. 

Mr. Fascetxi. But you don’t recall at this moment who made it? 

Major McCarrny. I am reasonably certain that I did. 
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Mr. Fascetz. And when you say “he” recognized it on the part of 
the contractor, whom are you talking about ? 

Major McCartuy. The Wynn company. 

Mr. Fascetzt. By which individual ? 

Major McCarruy. I believe at that time the correspondence dealt 
with a Mr. Tipton, and a Mr. Wynn. 
ae. Fascett. Was this decision reached by correspondence, or 

ow ? 

Major McCarruy. Yes, I believe it was all correspondence. 

Mr. Fascetn. And how long did it take you to arrive at a decision 
to change the contract and get a reduction in the price? 

Major McCarruy. The amendment went out on September 29, 
1954. 

Mr. Fasceiu. You mean by that that the change in the contract was 
reduced to writing and issued to the contractor on September 29, 1954 ? 

Major McCarray. Yes, sir. 

Mr. Fascett. When did you start discussing the possible change? 

Major McCarrny. I would have to refer to the records on that, sir. 
We could dig it out and put it in the record for you. 

Mr. Fascett. You have no independent recollection on it? 

Major McCartuy. No, sir, I don’t. 

Mr. Fascetzi. You don’t know whether it was 2 weeks or 2 months? 

ae McCartuy. I would imagine it was more in the vicinity of 
2 weeks. 

Mr. Fasceti. Now, what was the consideration of a 3-cent reduc- 
tion in the garment price? 

Major McCarrtuy. Well, it was our opinion, and it was concurred 
in by the contractor ' 

Mr. Fasceti. You say “our opinion,” you mean yours and Steel- 
man’s, the contracting officer’s ? 

Major McCarrtuy. Yes, sir—that the vat dye, had we been able 
to obtain a vat-dyed trim, that it would have been a more expensive 
operation, and we accepted this substitute, this naphthal dye, I believe 
they call it, which was mutually agreed upon as being a less expensive 
operation, and 3 cents per garment was arrived at. 

Mr. Fascet. Therefore, the length of time in arriving at the 
change in the contract had nothing to do with the delinquency date of 
72 days, did it? 

Major McCarruy. Well, I wish to state that our delivery date in 
this case was a desired delivery date. 

Mr. Fasceti. Well, all of them are, are they not, when you put 
them in the contract ? 

Major McCarrny. Yes, sir. 

Mr. Fasceiy. The point is, the time it took you to make the change 
had no relationship to the extension of the 72 days it took to terminate 
this contract for final delivery ? 

Major McCarrny. Yes, sir. The first delivery was due Septem- 
ber 10. 

Mr. Morean. The first delivery, or the last delivery ? 

Major McCarrny. The first delivery. 

Mr. Morean.’ Will you check the contract on that, because the infor- 
mation I have is that the contract was to be completed not later than 
September 10, 1954. 
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Major McCarruy. I stand corrected on it. That is right. August 
20 was the commencement date, September 10 was the completion. 

Mr. Fasceii. Well, September 10, 1954, was your completion date, 
you didn’t get around to the change in the contract until September 
29, and then the contract was given a 72-day extension, is that correct? 

Major McCarrny. No, sir. 

Mr. Fascetu. He just took it? 

Major McCarrny. We recognized, sir, that inasmuch it was our 
desire to get a proper garment at a reduced price, and everything, yes, 
he did take it. 

Mr. Fasce.u. In other words, the Marine Corps had no control over 
that, the only thing you could do was terminate the contract, was that 
not right ? 

Major McCartuy. Well, had we terminated the contract we would 
only sen had to turn right around and go through the whole thing 
with somebody else. 

Mr. Fascexu. In other words, you were stuck ? 

Major McCarruy. Yes, we were. 

Mr. Morean. Major McCarthy, did not amendment No. 2 under 
date of June 7, 1956, state as follows: 

The contract is hereby considered completed, no further deliveries are to 
be made under this contract— 
and was not the situation at that time that 133 pairs of pants still 
remained undelivered ¢ 

Major McCarrny. Yes, sir. I wish to point out in that case that 
the 2,000 uniforms were actually shipped to the destinations, Albany 
and Barstow. The last one was on November 22. In other words, we 
had received these 2,000 articles. After they were put in storage and 
were about to be issued, we found that some of them were soiled. Then 
you might say that we went into a negotiation to get that corrected 
with the contractor, all of which took that time between November and 
the following summer. 

Mr. Morean. This quantity of pants was not acceptable to the 
Marine Corps, is that correct ? 

Major McCartruy. They were inspected and accepted by the Marine 
Corps in November; yes, sir; and subsequently this soiled condition 
was discovered. 

Mr. Morean. Well, would that not mean that the contract was not 
completed, since you still had 133 pairs of pants that were not ac- 
ceptable now, on examining them more closely ? 

Major McCarruy. As I say, we had received all we were entitled 
to under the contract, and then discovered this soiled condition. So, 
in one sense of the word you might say it was completed in Novem- 
ber, and in another sense we reopened the matter to get the soiled 
sprmente corrected. They were all accepted and paid for actually in 
November. 

Mr. Morean. Was the firm of Florida Athletic Co. the low bidder 
on this procurement ¢ 

Major McCarrny. Yes, they were low bidder. 

Mr. Morcan. Would you check that again, Major McCarthy? I 
think there was a rejection of the low bidder. 

Do you have the abstract of bids on that? 

Major McCartuy. You have them. As you will recall, there was a 
low bidder, Harmol Co., they bid $3. It is in that folder. 
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Mr. Morcan. We don’t have your folder, Major. That was not 
returned to us this morning. 

Major McCarruy. Yes, all of those were returned to your office at 
9 o’clock this morning as you requested. 

Mr. Moraan. I did not see them. 

Mr. Rozack. Do you recall the circumstances for the rejection of the 
apparent low bidder ? 

Major McCartuy. Yes, sir, I believe I can recall that. The low 
bidder offered $3 per garment. 

Mr. Fascett. Excuse me. When you speak of the garment, are you 
talking about the entire uniform, or is that shirt or pants? 

Major McCarruy. No. That was either one or the other, shirt or 
pants. 

Mr. Fascetu. $3 for each? 

Major McCarruy. Yes, sir. 

The next higher bidders were Southern Athletic— I can’t recall 
the precise amount of money, but I believe it was in the neighborhood 
of ahotit 50 cents more per garment—Florida—the $3 bid we found to 
be apparently or suspiciously low. And we contacted the bidder and 
found that he actually didn’t know precisely what he was bidding on. 
He thought they were going to furnish Government material in this, 
which we were not, it was all contractor furnished material. So con- 
sequently he was rejected on the basis of that. And that, too, is in 
the award sheet, the certificate of award, which is forwarded to the 
General Accounting Office. 

Mr. Fascetxi. Major, excuse me, but who contacted the Harmol Co. 
that was the low bidder? Was it you or Mr. Steelman ? 

Major McCarrny. It was probably Mr. Steelman. 

Mr. Fascetu. In any event, you are sure it wasn’t you? 

Major McCarrny. Yes, sir; I am. 

Mr. Fascett. And whut you're testifying to now is your recollec- 
tion from the record, is that correct? 

Major McCarrny. Yes, sir. 

Mr. Fascett. When you said the bid was suspiciously low, what 
did you mean by that 

Major McCarruy. Well, if a number of bidders all come up with, 
say, one price range, say they all bid between $3.50 and $5 on any item, 
and one low bidder comes in extremely low, then you immediately 
become suspicious that the man either doesn’t know what he is bidding 
on—which certainly is a matter to be investigated before you enter 
into a contract with him—in this instance, as I recall it, the man 
thought that the Government was going to supply him the material. 

Mr. Fascett. Isn’t it true that the invitation for bid made it quite 
clear that the Government wasn’t going to? 

Major McCarrtny. Yes, sir. 

Mr. Fasceru. Is that a usual occurrence, in your experience, that a 
contractor who has bid and has been low will be let off because he made 
what he claims is an error ? 

Major McCarrny. Very unusual; yes, sir. 

Mr. Fascetu. All right. 

Mr. BANNERMAN. Mr. Chairman, I might add that it is a regular 
practice—— 
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Mr. Fascerz. Mr. Chairman, I think we will get a lot further along 
if we will just try to confine ourselves to one witness and if they want 
to amplify their answers we will give them every opportunity to do so. 

Mr. Houirtetp. I think it is a good idea. We got into quite a con- 
fused situation yesterday with witnesses all trying to talk at the same 
time, and it does not make for a good record. 

Proceed. 

Mr. Rogack. Major McCarthy, will you continue your testimony 
with respect to responsibility for the late deliv ery / 

Major McCarrny. Yes, sir. Which contract? 

Mr. Rosack. Well, you identified one contract and explained that 
there was a deviation which may or may not have had some effect on 
the final delivery date. Now, take the one that was 10 months late. 
Whose responsibility was that? That isN1163 

Major McCarruy. That was the Southern Athletic Co. award, 
11 months late. 

Mr. Rosack. Major McCarthy, are you ready to respond / 

Major McCarruy. Yes, sir. 

Will you restate your question again ? 

Mr. Rozack. We discussed one contrac t, and you explained the cir- 
cumstances under which there was a deviation and some delay caused 
by the Government acceptance. Now, I am asking you, with respect 
to the other contracts, will you identify for the purpose of starting, 
the one in which there was an 11 months’ delay, whether you consider 
that the Government had any responsibility for that, and if so, how 
much. 

Major McCarruy. That contract involved the procurement again 
of softball shirts and trousers. In that particular case he apparently 
had an option on some cloth, and later the option didn’t hold up, and 
he did not get the goods, that the contractor with the third party, and 
party that was to ‘supply the piece goods. 

Mr, Fascett. Excuse me, Major. You are talking about N11630? 

Major McCarrny. Yes. 

Mr. Fasceit,. How many units is that for? 

Major McCarrny. 9,955 shirts, 9,350 trousers. Those were softball. 

Again he ran into the color problem on scarlet and gold. 

Mr. Fascetu. Excuse me again. At this point when you say “he,” 
whom are you talking about? 

Major McCarrny. I am speaking of the Southern Athletic Co. 

Mr. Fascett. Which individuals in that company ? 

Major McCarrny. Mr. Tipton at that stage of the game, general 
manager of the Athletic Division. 

Mr. Fascetn. Now, did you deal with him regarding this matter, 
or did Mr. Steelman, the contracting officer, deal w vith him? 

Major McCartuy. I believe I dealt with him in most cases. 

Mr. Fasceii. Was this by correspondence? 

Major McCarrny. Yes, sir, I think it was all correspondence. 
I don’t recall any telephone « conversations at that time. 

Mr. Fascetx. All right, sir, go ahead. 

Major McCarrnuy. Then the Air Force had a contract with that 
company. And they were producing for the Air Force, and we were 
waiting for our contract. Insofar as the Government’s responsibility 
in this case, I don’t feel that the Government is particularly responsi- 
ble for his delinquency. 
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Mr. Rosack. Did you admonish the contractor when these de- 
linquencies began to accumulate? 

Major McCarrnuy. Yes. 

Mr. Rozack. In what form? 

Major McCarruy. Generally we send them letters of varying de- 
grees of severity. 

Mr. Rosack. Do you happen to have any illustrative correspond- 
ence ? 

Major McCarrny. Yes, sir, I do. 

Mr. Ropack. Will you read into the record the pertinent portions ? 

Mr. Morean. Mr. Chairman, may we ask the Major to read the 
memo by Mr. V. C. Million, dated January 9, 1956, or give us the 
substance of that memo? 

Major McCarruy. Yes, sir, I believe I have the one you are re- 
ferring to,Mr. Morgan. Do you want me to read it? 

Mr. Ropack. Major McCarthy, will you read the portions which 
reflect your admonitions to the contractor respecting the evidence of 
delinquencies ? 

Major McCarrny. To the contractor? This is not to the con- 
tractor. 

Mr. Morgan. Read the portions that are pertinent to termination 
or possible termination. 

Major McCarrny. Paragraph 3: 

It is therefore recommended that reference contract be terminated without 
prejudice to the contractor, and that action be initiated to negotiate the pur- 
chase of these items from another source of supply, seeking the earliest pos- 
sible delivery date. 

Mr. Morcan. Why was it recommended for termination without 
prejudice ? 

Major McCarrnuy. That recommendation was made to me as head of 
the Purchasing Section, and I did not concur in it. I did not feel 
that the man should be let off the hook. 

Mr. Morean. Did not the delivery schedule call for completion 
of this contract by January 27, 1956? 

Major McCarrnuy. Yes, sir, it did. 

Mr. Fascett. What is the date of that memorandum to you, and 
who is it from? 

Major McCarrny. It is from V. C. Million, who was the head of 
the Contract Administration Section at our depot on January 9, 1956. 

Mr. Ropack. Does he give any reason why the termination should 
be in the form in which it was recommended ? 

Major McCartuy. No. 

Mr. Ropack. He doesn’t support his recommendation ? 

Major McCartny. No, sir; that was just a recommendation. 

Mr. Rozpack. Now, what is the next paragraph ¢ 

Major McCarruy. That is paragraph 3. Perhaps I should read 
the first two also, they are relatively short. 

Paragraph 1: 

Reference A— 
which was the contract with Southern Athletic— 


originally called for delivery of softball shirts and pants to be made by Novem- 
ber 28, 1955, with all deliveries completed by January 27, 1956. Under reference 
B contract it was granted a 30-day extension of initial delivery, thereby making 
the first delivery due on or before December 28, 1955. 
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Paragraph 2: 

Through enclosure 1, contractor requested an additional extension of 60 
days under reference C. This matter was referred to Headquarters Marine 
Corps for decision. Headquarters Marine Corps advised that an additional 
60 days’ request for extension of deliveries is not acceptable. They further 
advised that an urgent requirement exists for these items, inasmuch as present 
stocks are depleted. 

That is it complete, sir. 

Mr. Fascetu. In other words, you took the position at that time, 
then, as I understand it from your testimony, that you wanted to do 
everything possible to get this contractor to deliver the goods. 

Major McCarruy. Yes, sir; we were primarily concerned with 
the goods. 

Mr. Fascetxi. This 30-day extension, was that based on the fact 
that you had become aware of the color difficulties that had existed in 
the prior contract N-11421 ? 

Major McCarrny. I believe so, sir. An amendment was issued on 
this contract on January 27, 1956. It was amended for the purposes 
of accepting a slightly larger belt buckle on the trousers. The one 
that we had asked for was an inch and five- eighths, and the contractor 
asked that we accept one of an inch and three-fourths, and inasmuch 
as it was larger there was no problem of serviceability or anything, 
and we accepted it. 

Mr. Fasceti. That was with reference to the first 30-day extension ; 
is that correct ? 

Major McCartny. Yes, sir. 

Mr. Fascertt. When did you get into a discussion with respect to 
the color trim and the fact that the contractor’s option on material 
had fallen through ? 

Major McCarrnuy. In October of 1955 we received a letter signed 
“Mr. R. L. Tipton.” In the first paragraph of his letter he states: 

This is to advise that the delay in answering these letters is due to the fact that 
we are awaiting answer from mills who could furnish material for the contract— 
softball shirts and pants. 

Mr. Fascext. Possibly I misunderstood you, but I thought you said 
that the first extension as far as the Marine Corps was concerned dealt 
with the change in belt buckles. 

Major McCartuy. That was the first amendment. 

Mr. Fascett. The first amendment to the contract, but it had noth- 
ing to do with the extension ? 

Major McCarrny. No, sir, it did not extend the contract. As he 
stated in his letter, he claimed he could complete on time. 

Mr. Fasceti. Now, when was the Marine Corps advised that the 
material was available? 

Major McCarruy. I will refer to some inspector’s reports in that 
case to see if we can establish it. 

Could we look that point up, sir? There are so many papers here 
I can’t establish the exact date. All the way through here, however, 
there is a lack of piece goods on hand as reported by the inspector at 
that plant. The first deliver ry was made April 12, 1956. Other ship- 
ments were made on April 27, May 11—this is all 1956—April 13— 
April and May are when he actually finally got into production and 
got us this material. 
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Mr. Fascetu. In other words, Major, you had your first delivery 
ee the contract 7 months after the contract was executed ; is that 
right? 

Major McCarrtuy. Yes, sir; the first one was due to commence under 
the original contract on December 28, 1955, and we actually received 
the first garment April 12,1956. Our purpose, I might add, in buying 
it at that time, we had hopes that this material would be on hand for 
the summer use. So we were not concerned particularly during the 
winter, January and thereabouts, about this delinquency. 

Mr. Fascetn. You said that part of this delay was occasioned by 
the fact that the Southern Athletic Co., the contractor, had another 
contract with the Air Force? 

Major McCarry. Yes, sir. 

Mr. Fascert. Was he producing for them? Does your inspector 
show that he was producing for them during the time of the delay 
of the Marine Corps? 

Major McCarrny. Yes, sir. We have that statement here from the 
inspector of the plant indicating that his entire facilities were tied up 
on the Air Force contract. 

Mr. Fascett. When is that inspector’s report dated ? 

Major McCarrny. May 11, 1956. 

Mr. Fascetn. That is not the one. 

Major McCartuy. No, that is not the one. It appears from the 
delivery schedule he was tied up all the way from January until 
April, as near as I can establish from the delivery schedule. 

Mr. Fascetxi. But you recall that during that period of time he was 
producing for the Air Force, and that the entire facilities of the plant 
were used in producing for the Air Force contract? 

Major McCarruy. He couldn’t get any piece goods, according to 
his statement, and he was always tied up with the Air Force, which 
both contributed to this. 

Mr. Fascetyi. Does your record show whether or not the Air Force 
contract was for the same type goods? 

Major McCarrny. No, sir. We do not know. 

Mr. Fascett. You don’t know what he was producing for the Air 
Force? 

Major McCartny. That is right. 

Mr. Fascetn. This fellow Tipton that you dealt with at Southern 
Athletic, was he a manager? 

Major McCarruy. He is listed as the general manager of the 
athletic division, as I recall. 

Mr. Fasceti. Of Southern Athletic Co. ? 

Major McCartny. Of Southern Athletic Co. 

Mr. Fasceti. That is the same Tipton who is general manager for 
the Florida Athletic Co., which was awarded the first Marine contract ? 

Major McCarrny. I imagine so; yes, sir. I could establish that 
here from the record. 

The contract, as I recall, was signed by a J. J. Ring on the first 
contract with the Florida Athletic Co., who was listed as a vice presi- 
dent. 

Mr. Fascetx. But your negotiations with respect to contract 11421 
that dealt with the change in the specifications and the extensions, 
those negotiations you testified were held with a Mr. R. L. Tipton? 
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Major McCarruy. The name J.J. Ring appears in here too, sir, both 
parties. 


Mr. Fasceitt. What was Mr. Ring’s connection with the Florida 
Athletic Co.? 


Major McCarruy. Mr. Ring was plant superintendent, as listed 
here. 

Mr. Fasceiy. Does he appear anywhere in your records with 
respect to any negotiations or discussions of contract 11630 of the 
Southern Athletic Co.? 

Major McCarruy. I don’t recall seeing that name in here, Every- 
thing, as I recall, in here, was Tipton. 

Mr. Fasceitt. Now, where were the facilities located for contract 
11630 of Southern Athletic Co.? 

Major McCarruy. Knoxville, Tenn. 

Mr. Fascert. And where were the facilities located for contract 
11421 of Florida Athletic Co.? 

Major McCarruy. Gainesville, Fla. 

Mr. Fascetn. What did you say was the final termination date of 
the Southern Athletic contract 11630? 

Major McCarrny. Final delivery, December 27, 1956. 

Mr. Fascett. Was there any subsequent adjustment on that con- 
tract; [ mean with respect to unacceptable goods? 

Major McCarruy. I have some later information on that. It 
appears that 343 pairs of pants were rejected and returned to the 
contractor, which the contractor desires to replace. I will try to 
establish just what the reason for that rejection is. I am afraid it will 
take a few minutes. 

Mr. Fasceix. That is quite all right. We don’t need to go into 
that. 

Was the Marine Corps able to get any consideration for this 11 
months’ delay in delivery? 

Major McCarrny. No, sir. 

Mr. Fascerti. What was the price per unit under this contract ? 

Major McCarruy. The price per unit on the softball shirt, the 
gold trim, $4.10, f. o. b. Albany, Ga., $4.20 on the same item f. o. b. 
Barstow, Calif. 

Mr. Fasceti. How did these prices per unit compare with the price 
per unit in the contract awarded the Florida Athletic Co, 11421? 

Major McCarrtny. Shirts, softball, gold, $3.95. That is f. o. b. San 
Francisco ; $3.85 f. o. b. Albany, Ga., and other east coast points. 

Mr Fascetu. These are the prices now that you are reading under 
the Florida Athletic Co. contract; is that correct? 

Major McCarrny. Yes, sir; that is right. 

Mr. Fascetn. Now, how many bidders were there in this Southern 
Athletic contract bid? 

Major McCarruy. In the Southern Athletic? There were 49 
invited, 8 responded, 1 was rejected. 

Mr. Fascetzi. Was Southern Athletic the low bidder ? 

Major McCarruy. There was one rejection, yes—we asked for 
width samples in that case, and the low bidder submitted a cloth that 
was low in tensile strength, low in thread count, and tensile strength. 
The low bidder was rejected. 

Mr. Fasceiu. Who was the low bidder in this case, in the 11630 con- 
tract awarded the Southern Athletic Co. ? 
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Major McCarruy. Felco Athletic Wear Co. was rejected. 

Mr. Fasceitzt. And what was the amount of his bid per unit? 

Major McCarrny. $3.95 each for units 7 and 8; $3.95 for items 
5 and 6, which are shirts; and $3.75 for the softball pants. 

Mr. Fasceitzi. Do your records indicate that a facility survey was 
made with respect to contract 11630? 

Major McCarrny. They do not. 

Mr. Fasceut. Is this unusual ? 

Major McCarruy. A survey, a plant survey, is one of the several 
tools that we use to determine the reliability and responsibility of a 
contractor. It depends on the item, the complexity of its manufac- 
ture. In this case, it was a very simple garment to make. It de- 
pends also on the size of the contract, the urgency of the item—all of 
these considerations go into determining whether or not we actually 
send somebody to a plant. 

In the case of Southern Athletic, it was a regularly established com- 
pany; we had one previous contract for $14, 000 with them which, in 
spite of the delay, they did turn out a very good garment. 

Mr. Fasceti. Now, you said you had one previous contract. Ac- 
tually, that was with Florida Athletic Co., but it was with the same 
principals, was it not? 

Major McCarrny. That is right. All the same team. 

Mr. Fasceti. Even though this was one contract, production facili- 
ties were in Florida, and the other in Tennessee ? 

Major McCarrny. This is one point I can’t recall now. We may 
have had any number of different reports on that company. We may 
have had an industrial mobilization survey, for example. I can’t re- 

call that, however. 

But at least at that time there was no doubt in our mind but what 
they could produce this item, and it wouldn’t justify spending more 
money to go to the next higher bidder, whoever that was. 

Mr. Fascetit. Who made that decision, you? 

Major McCarry. I probably did; yes, sir. 

Mr. Fascenz. You don’t recall at the moment whether you did or 
not ¢ 

Major McCarrny. I believe I did, yes, sir. There are so many con- 
tracts, it is difficult to remember just which one. 

Mr. Fasceitt. Do you have anything in your records to indicate 
that any kind of a survey prior to the award of the contract indicated 
that this same plant facility was in full production for an Air Force 
contract ¢ 

Major McCarruy. Do I have any evidence of that? 

Mr. Fascetn. Yes, sir. 

Major McCarrny. No, sir; I don’t believe I do. 

Mr. Fasceti. Do you rec all whether or not you knew at the time 
that contract 11630, awarded to the Southern Athletic Co., would have 
to be deferred because of the fact that the plant facilities were in full 
production for an Air Force contract ? 

Major McCartny. That later came from the inspector’s report. In 
this case we were talking about, roughly, 5,000 garments. 

Mr. Fasce.y. I thought we were talking about 9,955. 

Major McCartny. 9, 955. 

Mr. Fascern. Actually we are talking about 19,000 units? 

Major McCarrny. Yes, sir. 
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Mr. Fasceti. Normally, would the fact that a plant was in full 
production on another contract, and it would be impossible for a con- 
tractor to deliver on your contract, be a factor which should be taken 
into consideration as to whether or not the contract ought to be 
awarded ¢ 

Major McCarruy. It would depend on the item. In the case here 
we are dealing with a recreation item. There was no urgency for it. 
It would be a serious consideration in other and more important gar- 
ments. Yes, sir, it would vary with the commodity. 

Mr. Lirscoms. I thought in previous testimony that you gave you 
said that this was an emergency. 

Major McCarruy. It became urgent later on. 

Mr. Lirescoms. But you said you ‘didn’t make a plant facility survey 
because of the urgency of the item. 

Major McCarruy. No, sir, I don’t believe I did. I said that later 
it did become urgent. At the time of the award it was not. 

Mr. Lrescoms. Will you explain again why you didn’t make a plant 
facility survey or a financial survey ? 

Major McCarrny. Well, as I stated, a survey is one of several tools 
to determine the responsibility and the technical capabilities of the 
contractor to perform. In this case we were talking about the manu- 
facturer of a relatively simple garment, a production line garment. 

We undoubtedly had such reports as Dun & Bradstreet, and other 
financial reports. We had the record of the previous transaction avail- 
able to us. And we had samples of the garment 

Mr. Ropack. Are you stating a fact or making an assumption? You 
said you probably had Dun & Bradstreet rec ords, Can you produce a 
Dun & Bradstreet record for the committee ? 

Major McCarruy. No, sir, I can’t. 

Mr. Ronack. Let’s be clear as to what we have and what we think 
we might have. 

Major McCarrny. That would be a normal procedure, to establish 
the responsibility of the company. There was a bid sample required, 
as I recall, in that case, too. I believe that we actually had a garment 
made by him to establish his capability, and that was submitted with 
the bid. 

Mr. Liescoms. Are those the two reasons you didn’t make a plant 
facility survey on this contract? 

Major McCarruy. Those were amen the primary ones, yes, 
sir. 

Mr. Liescoms. If you made a survey and found that the company 
was in full production on other contracts and wouldn’t be able to 
produce this contract, would it have made any difference in the award ? 

Major McCarruy. This was some months later that we got the 
information about the Air Force occupying all their facilities. 

Mr. Lirescoms. But you would have found that out when you were 
surveying the plant, — vou not? 

Major McCarrny. I don’t know the date of this. 

Mr. Lipscoms. Suppose that you had made a plant facility survey 
and found the plant in full production on other Government contracts, 
and by giving them this contract they wouldn’t be able to produce; 
would it have made a difference in the award of this contract ? 

Major McCarruy. It may well have; yes, sir; again depending upou 
how long a delay would be involved. 
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We were still primarily concerned with getting a satisfactory gar- 
ment at the lowest possible price, you see. : 

Mr. Fascetn. Major, you stated that the Marine Corps received no 
consideration for the 11-month delay on this contract. Does the con- 
tract carry a provision for liquidated damages? 

Major McCarruy. No, sir. 

Mr. Fascetz. Were there any amendments to the specifications on 
this contract after it was awarded ? 

Major McCarrtuy. The belt buckle was amendment 1. There was 
no cost to the Government either way, no change in price on that: 

Amendment No. 2, dated March 23, 1956, changed the breaking strength of the 
warp to read 740 instead of 765. This strength requirement is based on full 
width break using jaws of a width of not less than the width of the webbing 
being tested. This amendment is required to correct a clerical error. No change 
in the unit price is involved. All other materials of the contract remain in force. 

Now, it appears that a clerical error was made in the specification 
calling for 765, whereas it should have shown 740. 

Mr. Fasceri. Who approved this change in the contract? 

Major McCarrny. The contracting officer was Mr. Steelman. I 
was undoubtedly aware of it. We had our laboratory there to test 
things like that. 

Mr. Fascerx. Well, these changes are reduced to writing. 

Major McCarrny. Yes, sir. This is the amendment right here. 

Mr. Fasceit. And who signed it? 

Major McCarruy. J. A. Steelman, contracting officer. 

Mr. Fascetz. So he did approve the change in the specifications ? 

Major McCarrtuy. Yes, sir. 

Mr. Fasceti. Now, as I understand it, then, the invitations to bid 
contained a requirement of tensile strength of 765 on the warp? 

Major McCarrny. Yes, sir. 

Mr. Fasceix. This was changed by amendment and reduced down to 
740 by the contracting officer? 

Major McCartny. Yes, sir. 

Mr. Fasceiy. On what date? 

Major McCartny. March 23, 1956. 

Mr. Fascety. This was prior to any deliveries under the contract ? 

Major McCarrny. Yes, sir. The first delivery in this case was in 
April, the 12th of April. It was immediately prior to the first delivery. 

Mr. Fascety. What was the test on the Felco sample? 

Major McCarrny. I believe I have that here somewhere. 

This deals with thread count, sir, the rejection. 

Mr. Fasceti. I thought you said it dealt with tensile strength 
rejection when you first testified. 

Major McCartny. I will read the rejection here, sir: 

Basic material of sample submitted does not meet specification requirements 
inasmuch as the required thread count is 116 by 56. The sample is 96 by 40. The 
tensile strength is accordingly low. 

It does not stipulate the precise tensile strength here, but here was a 
case of less thread count per inch. 

Mr. Fascetn. Who made this determination ? 

Major McCarruy. The contracting officer, undoubtedly based on a 
laboratory report. 

Mr. Fascetu. Is the rejection reduced to writing? 

Major McCarrny. Yes, sir. 
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Mr. Fascety. And who signed it ? 

Major McCarruy. J. A. Steelman. 

Mr. Fascett. And what is the date? 

Major McCarrny. September 26, 1955. 

Mr. Fasceitzi. Major, what is the relationship of thread count to 
tensile strength ? 

Major McCarrny. Iam not a textile expert. 

Mr. Fasceut. Is your contracting officer ? 

Major McCarruy. Over many years of—no, they are not specialists, 
as such. 

Mr. Fascett. You say that you probably made this based on a lab- 
oratory report ? 

Major McCarrny. Undoubtedly ; yes, sir. 

Mr. Fasce.z. Is that the usual procedure? 

Major McCarruy. Yes, sir. 

Mr. Fasceii. You would get a laboratory report on all samples sub- 
mitted ? 

Major McCarrny. Yes, sir, it is. 

Mr. Fascetx. Will you read the laboratory report on the samples 
submitted by Southern Atlantic Co., or on the contracting officer’s 
findings, somebody’s findings ? 

Major McCarruy. I have a copy of the laboratory report dated 
September 26, 1955, signed by Norman Sachs, who was the officer in 
charge of the laboratory. This covers the Felco bid, and the thread 
inch warp shows 96, specification requirement 116. The thread filling 
test results show 40, the spee requirements were 56. On the bottom 
of this report it says: 

Basic material does not meet specification, this can be considered as a major 
deviation— 
signed by Mr. Sachs. That ison Felco. 

Mr. Fascetu. Yes, sir. Now, will you read the one on Southern 
Athletic, please ? 

Major McCarrny. I have one here dated February 8, 1956, on the 
Southern Athletic Co., preproduction sample. And it goes through 
the entire specification. The width of the material passes the specifica- 
tion requirements. The weight per hundred yards passes. The break- 
ing strength in pounds for five pieces, 752. The specification require- 
ment was 665. This isthe one that was changed by amendment to read 
740. Other than that, everything else here shows as having passed, 
including the number of threads, the yarn size, and so on. 

Mr. Fasceti. Then, as I understand it, you have a preproduction 
sample in testing on the Southern Athletic Co., but you have no 
precontract testing on samples submitted with the bid? 

Major McCarruy. I am certain that we can find it in here and 
produce it. 

Mr. Fascetzt., Will you agree with me at this point that it would be 
very important to find out whether or not you have a precontract 
testing of a sample submitted by the Southern Athletic Co.? 

Major McCartuy. Yes, sir. 

Mr. Fasceti. Well, now let’s go back to this contract change; 765 
refers to what in the specifications ? 

Major McCarruy. Breaking strength in pounds for five pieces. 

Mr. Fasceuu. Is that 7.65? 
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Major McCarrny. It reads here “765 min.” 

Mr. Fascett. What does that mean? 

Major McCarruy. Apparently it is an abbreviation for “mini- 
mum.” 

Mr. Fascetu. What do the figures relate to? 

Major McCartuy. Breaking strength, as I read this here. 

Mr. Fascetz. Is that in pounds? 

Major McCarrny. Yes, sir; breaking strength in pounds for 5 
pieces, 765 minimum. 

Mr. Fasceti. What is the comparable figure that was found with 
respect to the Felco samples ? 

Major McCarruy. This was a reject actually for a different rea- 
son. It was a question there of the thread-inch warp, and also the 
thread-inch filling. 

Mr. Fascetxu. With the conclusion, as I recall it, that this was a 
substantial deviation in that it would be of a lesser tensile strength 
than called for in the contract? 

Major McCarruy. Yes, sir, as I understand it. 

Mr. Fascett. Now, do I understand, then, that when the specifi- 
cations call for 116 by 56, that the tensile strength requirement is 
a 765 minimum; is that correct? 

Major McCarrny. That is correct, I believe; yes, sir. 

Mr. Fascetx. Will you tell me what the 96 by 40 will produce in 
the way of tensile strength ? 

Major McCarrny. I am not atextile expert, sir. 

Mr. Fascetyi. Would it show on the report from the laboratory ? 

Major McCarrny. It doesn’t show as such; no, sir. As I can 
reconstruct this now, they found this major deviation, and probably 
that is as far as they went in examining it. In other words, it was 
definitely 

Mr. Fascett. I can understand that, sir; all I am trying to find out 
is whether 96 by 40 comes down to a 740 tensile strength. 

Major McCartny. I would have to get an expert on that, sir. 

Mr. Fascerz. Who was the lab man that made this test originally ? 

Major McCarruy. Norman Sachs. 

Mr. Fascetxz. Is he in the Philadelphia—— 

Major McCarrny. Yes, sir. 

Mr. Fasceiy. What is that now, Marine Corps—— 

Major McCarrny. A supply activity. 

Mr. Fascerxi. Supply activity in Philadelphia? 

Major McCarrny. Yes, sir. 

Mr. Fascerz. And the lab is part of that facility ? 

Major McCarruy. Yes, sir. 

Mr. Fasceii. And this man is a member of the lab there? 

Major McCarruy. Yes, sir; he was in charge of it. 

I might add, sir, just for a note of explanation, he was in charge 
and approved this; a Mr. Frank Waters, also one of their technicians, 
actually performed the test. 

Mr. Fascetx. And the contracting officer was the individual who 
approved the amendment in the Southern Athletic contract? 

Major McCarrny. Yes, sir. 

Mr. Fascert., Now, when a rejection was made, would that come 
to your attention, or did it come to your attention in this case? 

Major McCarruy. I believe so; yes, sir. 
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Mr. Fascett. What formal action do you take with respect to a 
rejection ? 

Major McCarruy. Well, as officer in charge of the Purchasing and 
Contracting Section I feel it is my responsibility to insure that the 
Government enters into these contracts in a proper manner, and of 
course that may take many different aspects of any contract that might 
come up, such as rejection, and so on. 

Mr. Fascetu. Now, the rejection in this case was reduced to writing 
and the contractor was notified. 

Major McCarruy. Yes, sir. 

Mr. Fascexy. 1 don’t recall now on your testimony whether you 
said Mr. Steelman notified him in writing or whether you did. 

Major McCarrny. There should be a letter in here to that effect. 

Sir, you were referring to a letter to Felco, the rejected bidder, 
weren’t you? 

I can’t recall precisely how he was notified; there was a bid re- 
jection, no doubt, that went out to the company, we probably returned 
his sample to him at that time. 

Mr. Fasceity. The usual procedure is for your office to notify the re- 
jected bidder ? 

Major McCarruy. Yes, sir. 

Mr. Fascetz. That is all I have at this point. 

Mr. Rosack. Major McCarthy, = said you were going to read 
into the record some admonitions by the Marine Corps to the con- 
tractor because of the accumulated delinquencies. 

Major McCarruy. Is there any special letter you had in mind? 

Mr. Rosack. I want to know what the Marine Corps position was 
during the pendency of the contract. 

Major McCarruy. All right, sir. I will read from one letter here, 
it is rather lengthy, dated January 21, 1957, to Southern Athletic: 

Gentlemen, your company has been warned numerous times of the consistent 
violation of contractual terms. The present violation consists of shipping quan- 
tities in excess of variation permitted with respect to sizes to a particular 
destination. 

And then it goes on into the size business some more. And toward 
the end: 

Your disregard with respect to contractual terms causes numerous incon- 
veniences to this activity, and this office must express its extreme displeasure 
over your firm’s lack of cooperation. 

That letter was dated January 21. 

Mr. Rosack. Do you have any more letters ? 

Major McCarrny. Yes, sir. 

Mr. MrinsHauyu. Whosigned that letter ? 

Major McCarruy. That was signed by the Contract Administrator, 
Mr. D.S. Lodge. 

Mr. Morean. Can you locate the letter of January 16, 1956, by Mr. 
Steelman, the contracting officer? 

Mr. McLarn. Mr. Chairman, while they are looking up that infor- 
mation, may I ask that the record show that these files have been in 
the hands of the committee for some time, and that Major McCarthy 
has only had access to them since yesterday and for a conple of hours 
before that. 

Mr. Morean. To further clarify that, these files were returned to 
the Marine Corps a week ago Monday and were not returned to the 
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committee until just this past Monday or Tuesday, so they were in the 
hands of the Marine Corps all last week. 

Mr. McLatn. Let the record show 1 of those 4 files was returned to 
the Marine Corps, and that was at the request of one of the attorneys 
for one of the firms involved here in a lawsuit, 1 contract out of the 4. 

Mr. Moraan. Mr. Chairman, I stand corrected; I am sorry. 

Mr. Houirrevp. The record will state the facts. 

Major McCarrny. I have your letter of January 16 here, sir. It is 
a rather lengthy letter. 

Mr. Rosack. We want the portions of the letter which illustrate the 
position of the Marine Corps with regard to the delinquency or the 
failure to deliver under the contract. 

Major McCarruy. I will start with the first paragraph: 


This will acknowledge receipt of your letter of January 12, 1956, regarding 
your delinquency under the above reference contract. It is noted that you ascribe 
your delinquency to your inability to obtain terms from the mill, and in turn you 
blame this condition on the Marine Corps’ tardiness in making the award to you. 


It goes on to read further—I guess I had better read it all: 


This office cannot subscribe to your statements and a review of the facts of 
the case will support our position. It is desired to point out that the bids were 
opened under the date of September 7, 1955, and you gave a period of 30 days 
for acceptance. The award was made to you under the date of September 26, 
1955, well within your acceptance period. If you had an option with the mill 
for those materials for necessary materials, the time of such option should have 
been commensurate with the time which you extended for acceptance of your 
bid. Good business ethics and techniques demand this type of operation, and it 
is therefore difficult for this office to understand why it should be blamed for 
your loss of option. It is also desired to point out that you have already been 
given a 30-day extension in the initial delivery which, at the time given, was 
represented by you as being adequate to allow you to otherwise comply with the 
delivery schedule. While you state that you are doing everything within your 
power to get the necessary materials and to manufacture the items at the earliest 
possible date, you have furnished nothing in the way of documentary evidence 
to substantiate your statement. It is not the desire of this office to take an 
arbitrary or a vindictive standpoint in this matter. However, the early delivery 
of these items is important, since stocks are practically depleted. In order that 
your request for a further extension of time may be given appropriate consider- 
ation, it is requested that you furnish evidence to support your statements regard- 
ing your efforts and desires to complete this contract. This evidence should be 
in a form of a copy of your order or orders on the supply or suppliers, together 
with a statement from such suppliers as to when the materials will be delivered 
to you. Consideration of your request for a further extension is held in abeyance 
pending the receipt of the above requested information. 

Sincerely, 
J. A. STEELMAN, Contracting Officer. 

That was January 16. 


Mr. Rornacx. Did you make subsequent admonitions, or engage in 
correspondence ? : 

Major McCartuy. Yes, sir; there is quite a number of them. 

(See appendix, exhibit 10, p. 430.) 

Mr. Rozack. Did this contract ever come into discussion by higher 
authority within the Marine Corps? 

Major McCarrtny. I am trying to recall. I can’t recall, sir, off- 
hand; it may well have. Undoubtedly I communicated the informa- 
tion to someone that we were not getting the uniforms at the dates as 
stipulated. I suppose I talked to the others in the supply field. 

Mr. Rosack. Do you recall any contract that ever came into dis- 
cussion by higher authority ? 
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Major McCartny. Yes, sir. 

Mr. Rosackx. Which contract was that, or contracts ? 

Major McCartiiy. It is N-150-M-263. 

Mr. Rosackx. Why did that come into discussion ? 

Major McCarruy. That was the baseball uniforms. And he had 
difficulty getting material. 

Mr. Rosack. Who is “he”? 

Major McCarrny. Mr. Wynn—I think that was the Southern 
Athletic at that time—that was November 3, 1955, was the date of the 
award of that contract. We requested a baseball uniform made of a 
synthetic fiber, I believe it was wool, dacron-wool, and we asked for a 
preaward sample of the goods that would be made, as I recall, and he 
submitted a garment which, as far as the tailoring was concerned, was, 
with minor exceptions, very good. 

The minor difficulties he had were readily corrected. He did ask 
for—rather, we asked for a Coane number so and so, or equal baseball 
uniform, the contractor was to furnish all material. 

Mr, Fascett. What kind of number? 

Major McCartny. A Coane. 

Mr. Rosack. Is that a symbol ? 

Major McCartuy. No, that is a trade number, Coane No. 8.2. It 
is C-o-a-n-e. Now, this shirt was to be made in strict accordance 
with this specification or this other garment. 

Mr. Rosack. Was the award made to him as the lowest bidder? 

Major McCarrny. The one rejection, Rawlings. 

Mr. Rosack. That was the lower bidder who was rejected ? 

Major McCarruy. Apparent low bidder; yes, sir. 

Mr. Rosack. What was the purpose for that rejection, what basis? 

Major McCarruy. There were a number of them. The required 
garment called for a reinforced knee on the pants, and Rawlings of- 
fered a jean, apparently no reinforcing, as near as I can establish 
here. And then there was a question of back pocket sizes, waist 
bands, lining. 

Mr. Rozack. That will be sufficient, Major McCarthy. There were 
a number of reasons for which you rejected the bidder, And then 
you awarded this contract to Southern Athletic. 

Major McCartny. Southern Athletic. 

Mr. Rosack. Why did this contract come into discussion by higher 
authorities ? 

Major McCarrny. Because of the material. He offered to come 
in with a blend, actually the blend, as I recall, was the type of base- 
ball uniform that was formerly purchased about 20 years ago, a rather 
heavy garment with a lot of wool in it. What we wanted was a lighter 
weight garment. 

Mr. Rosacx. What did you tell him when he made an offer to 
change the specifications ? 

Major McCarrny. Pardon me, sir? 

Mr. Rosack. When he came in with a substitute material, what did 
the Marine Corps advise him ? 

Major McCartuy. We told him we wanted precisely what we ad- 
vertised for. 

Mr. Ronacr. And then what happened after that? 

Major McCarrny. He endeavored to get it from numerous dif- 
ferent companies, so he told me. 
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Mr. Rosack. And then, what did he represent, that he had failed 
to be able to get that? 

Major McCarry. He claimed that, among other things, he felt 
that our bid was restrictive, that we were asking for a type of cloth 
that only one manufacturer in the country could make. It was our 
contention that we were asking for a Coane No. 810, or equal, and 
that if he came anywhere near the weight, appearance, durability, 
and so on, that we would accept the garment. 

Mr. Rosack. Did that have a price implication as to whether you 
accepted or rejected his substitute ? 

Major McCarruy. It would; yes, sir. 

Mr. Ropack. And then ensued—you have said this was not ac- 
ceptable ? 

Major McCarruy. Briefly, there is a whale of a lot of correspond- : 1 
ence back and forth on this. Mr. Wynn came to me on at least two i 
occasions that I recall. And he was apparently endeavoring to get ; 
the proper material; at least I believed that. But he was not succeed- 
ing, and we were not getting baseball uniforms and spring was com- 
ing. And through correspondence and these two or three visits it 
became more and more mandatory upon him to start producing. We 
were a little weary of excuses; we wanted baseball uniforms for that ; 
spring. ; 

senate, Did you take the issue to higher authority ? 

Major McCarrny. He took it to higher authority; I didn’t. 

Mr. Rozsacx. Who did he take it to? : 

Major McCarruy. Well, 1 day I believe I told him that he was at b 
the point where he was about to be defaulted. I don’t recall whether I 
I told him—TI believe I told him that he was in the area where he was 
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apt to be terminated for default, and explained to him what would C 
happen if we went out and bought against his account. And he con- 
tended at that time that the uniform he had was good enough, and 
that it had been used by other baseball players, and all that. ‘And my é 
contention was, I didn’t care what he was offering, we asked for a 
Coane number so and so equal, and that is what we were going to get. 
And so he wanted to know who he could take the matter up with. a 
And I can’t recall precisely what I said, but I let him know that we | 
had a Headquarters Marine Corps, if he wanted to go to headquarters 
he could go to headquarters. And he wanted to know who in head- t 
quarters to see, I recall that. And there were a number of people 
involved in this sort of thing in any headquarters, procurement, sup- li 
ply, and so on. 
Apparently he decided to see someone in the special services field. fi 
Mr. Rosackx. Was there any apparent reason for that? fr 
Major McCartny. I think he was trying to convince somebody else 
that we ought to take his cloth. a 
Mr. Rogack. You mean he was trying to get some added support 
in another division of the Marine Corps; is that the thought? fe 
Major McCarruy.. Yes, that was my opinion, he wanted to know 
what I thought of it, and I said I didn’t care. 
Mr. Ropack. And then what did he do, as far as you know ? 
Major McCarrny. I think he did go to Washington, as far as I a 


know, that same night. 
Mr. Rorack. From where? 
Major McCartuy. From Philadelphia. 
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Mr. Ropacx. And then what did he do after he came to Wash- 
ington ¢ 

Maj or McCarruy. I don’t know exactly. 

Mr. Ropack. What happened as far as your understanding of this 
matter being before higher authority, how do you know it came before 
higher authority ? 

Major McCarruy. He told me himself at a later visit, he told me 
that we got an awful going-over by somebody in Washington, they 
didn’t give a damn w hat he was offering, they wanted their uniforms, 
and they wanted them now; that was in essence the way he explained 
it. 

Mr. Rosack. Mr. McLain, do you know anything about higher au- 
thority being concerned with this cloth? 

Mr. McLar. Yes, sir. He made a trip to Washington—and what 
I have to tell you, this part of my statement is strictly hearsay 

Mr. Rosacx. That is to say, you were told by another party, it 
wasn’t rumor, was it? 

Mr. McLaw. I was told by Maj. Gen. Robert O. Bare, who at the 
time was Director of Personnel for the Marine Corps, and who was 
responsible—one of his responsibilities was the outfitting and equip- 
ping of all athletic equipment for the Marines. He put up the money 
or it, and more or less had an interest in it. 

Mr. Ropack. What did General Bare say to you? 

Mr. McLarn. General Bare called me down and said he had : 
call from Mr. Ross, who was Assistant Secretary of Defense, and that 
he was sending his brother-in-law, Mr. Wynn, over, because he had 
been unable to get satisfaction out of the Marine Corps depot at 
Philadelphia, and would he discuss the matter with him and see what 
could be done. And shortly thereafter Mr. Wynn did come over to 
General Bare’s office, and I was present at the conversation. 

Mr. Ropacx. Was there a conference discussing the contract ? 

Mr. McLain. There was a conference dealing with the substitution 
of this other material for the uniforms. 

Mr. Rosack. When was the date of that conference ? 

Mr. McLarty. I can’t give you the exact date, it was somewhere 
around the 1st of February 1956. 

Mr. Rozack. What was the upshot of the conference ? 

Mr. McLarty. The upshot of the conference was that General Bare 
told him he wouldn’t use that material for a horse blanket. 

Mr. Rosack. What was the final delivery situation? Were the de- 
liveries made? Were there delinquencies in delivery on that? 

Mr. McLain. They were delinquent at that time, they were still 
fighting around to get this material which they had contracted to 
furnish. 

Mr. Rovack. Did they use the original material specified, or did they 
develop some other substitute ? 

Mr. McLarty. They later developed a different brand from a dif- 
ferent manufacturer. 

Mr. Ronack. And that became acceptable? 

Mr. McLarn. That became acceptable. 

Mr. Rosack. Was that reflected in a change order or deviation or 
amendment to the contract ? 

Major McCarrny. I am sure it was. 
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Mr. Houtrtetp. May I ask if this substitute material was submitted 
to the laboratory tests that you ordinarily submit materials to? 

Mr. McLain. No, sir; it was not. 

Mr. Horirretp. Why wasn’t it ? 

Mr. McLain. We had present a Major Fowler who had worked with 
the Philadelphia people, our Philadelphia people, to develop the speci- 
fication that was used and the purchase description that was used in 
this procurement. 

And he had a number of samples of different blends. One of the 
samples which he brought to this meeting with Mr. Wynn and myself 
and General Bare, was one of those samples that had been considered 
and rejected. It was a well-known blend of wool and cotton and 
dacron. 

Mr. Hottrretp. You say it had been previously rejected. 

Mr. Mclarn. No, sir, it was a pad of samples of materials that 
normally are used in baseball uniforms. 

Mr. Hotirteip. But in most cases a pad of samples does carry on it 
certain technical information such as thread count and _ tensile 
strength, and so forth? 

Mr. McLain. And blend; yes, sir. 

Mr. Hotirietp. And did these samples carry on them such desig- 
nations? 

Mr. McLain. Yes, sir. 

Mr. Hourrreitp. And were they on a par with the specifications 
requested in the original bid ? 

Mr. McLarn. No, sir; they were not. 

Mr. Houtrteip. Were they less in quality ? 

Mr. McLain. Yes, sir; they had a higher cotton content. And Mr. 
Wynn had made up a sample out of this material that he was proposing 
to offer. And it was readily identifiable from these sample swatches 
that we had. 

Mr. Hortrretp. Was there a difference in price ? 

Mr. McLain. Yes, sir, considerably. 

Mr. Houtrreip. Less or more? 

Mr. Mcharn. Less. 

Mr. Hottrietp. And was that difference in price of the material 
subsequently reflected in the contract by amendment? 

Mr. McLarn. Well, now, we insisted on the same blend that we 
started out with, with a slight change of, oh, I think he substituted 
nylon for dacron which we considered satisfactory, as equal to what 
we had asked for initially. And now, the sample which he brought in 
and was offering to substitute had a high cotton content and was 
nowhere near the cost of the material which he eventually put in the 
uniforms. 

Mr. Hortrtetp. But you did eventually get a substitute material 
which, in your opinion, qualitywise, was just as good ? 

Mr. McLary. Yes, sir. 

Mr. Hottrretp. And was it pricewise about the same? 

Mr. McLain. Yes, sir. 

Mr. Houtrtevp. Mr. Minshall? 

Mr. Mrnsnatu. On this conference that you had, how long did that 
conference last ? 

Mr. McLarn. Not over a half hour, sir. 
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Mr. Minsnau. Were there any other pertinent statements made by 
any of the parties present, other than the upshot that you wouldn't 
use it for a horse blanket ? 

Mr. McLain. Well, the various samples of materials that we had 
there and which had been considered before we went out to buy were 
discussed and compared with what he had asked for, and was offering 
as a sample uniform at that time. I am not a technical man on 
textiles—— 

Mr. Mrinsuau. What was the general nature of the conversation 
leading up to the final conclusion ? 

Mr. McLarty. The general nature of the conversation was that Mr. 
Wynn had been unable to secure approval from our contracting officer 
in Philadelphia as to the substitution of this material. And his pitch 
was to secure approval from headquarters and have headquarters direct 
the Philadelphia Depot to accept it. And he was turned down. 

Mr. Mrnsnatu. When he was turned down, did he say anything? 

Mr. McLarn. No, sir. 

Mr. Mrnsuatu. It was your clear impression, then, that the General 
wasn’t impressed by the fact that Mr. Ross had made the appoint- 
ment ? 

Mr. McLarn. He didn’t know the gentleman. 

Mr. MinsHauu. He wasn’t impressed 

Mr. McLarty. He was not impressed ; no. 

Mr. Minswauu. Thank you. 

Mr. Rosack. Was this an unusual experience? I will put it this 
way. Have you ever received any calls from any Assistant Secretary 
of Defense at any time with regard to any procurement before that? 

Mr. McLarn. No, sir, I don’t think I have. 

Mr. Fascetu. I want to get back to the major. 

Major, in this third contract, N-263, the Southern Athletic Co. 
executed on November 3, 1955, what was the first delivery date under 
that contract ? 

Major McCarrny. May 3. 

Mr. Fascett. And how many extensions actually were granted, if 
any, by the Marine Corps on this contract ? 

Major McCarty. None. 

Mr. Fascetzt. Yet I believe you testified that the contract ran 9 
months past the termination date. 

Major McCarrny. Yes. 

Mr. Fascetz. And at the same time that this contract was in being, 
you were running into difficulties with the prior contract No. 11630 
with the same company, were you not ? 

Major McCarthy. Yes, sir, we were. 

Mr. Fascett. Now, were the production facilities for contract 263 
in November the same production facilities for contract 11630 executed 
in September ? 

Major McCarrny. Yes, sir, they were both in Knoxville, Tenn., 
Southern Athletic. 

Mr. Fasceti. Was there any discussion at the time with respect to 
the awarding of this third contract that it would be impossible for 
the contractor to produce ? 

Major McCartiry. That third contract was awarded in November; 
at that time we had not had any difficulty with the earlier one. 
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Mr. Rosack. Why did you put a delinquency stipulation on the 
invitation to bid, do you recall that ? 

Major McCarrny. Yes, sir. 

Mr. Rosack. What was it, and what was the purpose of it? 

Major McCarrtuy. The purpose of that was to serve notice on pros- 
pective bidders that we were concerned with their history of delin- 
quency, or any current delinquency. 

Mr. Rosack. Is that something new ? 

Major McCartuy. Yes, sir. i put that on myself. 

Mr. Rozack. Why ? 

Major McCarruy. Because I felt it would serve notice that we did 
place some importance on the current status of delinquent contracts. 

wis Rogack. You were having problems with delinquency, were you 
not $ 

Major McCartuy. Yes, sir. 

Mr. Rosack. That is all I wanted to bring out. 

Mr. Morcan. Could we have that clause read into the record, that 
which appears on the face of the invitation ? 

Major McCartny (reading). 

Special notice. The Marine Corps reserves the right to reject any bid sub- 
mitted by a bidder who has an existing contract with the Marine Corps which 
on the date of the opening of this invitation to bid is determined to be in a 
delinquency status solely as the result of his contract performance. 

That is in the capital letters on the first page of the invitation to bid. 

Mr. Morean. Does the contracting officer have the right not to 
award a contract for that same reason without that stipulation being 
written into the invitation ? 

Major McCartuy. It is a question of determining whether the 
prospective bidder is or is not a responsible bidder. 

Mr. Morean. Well, if he is delinquent on previous contracts, do 
you consider him a responsible bidder ? 

Major McCartuy. It would depend on the degree of delinquency, 
type and size of the contract, and many other factors. It would be a 
consideration, yes. 

Mr. Ecxuarr. Major McCarthy, returning to the memorandum of 
Mr. Million, what is his position with your office up there? 

Major McCarrny. He was head of the Contract Administration 
Section. 

Mr. Ecxnart. Is he pretty well-grounded in procurement regula- 
tions and policies? 

Major McCarrny. Yes, sir. 

Mr. Ecxuarr. What is the effect of canceling the contract without 
prejudice to the contractor ? 

Major McCarrny. Well, if you cancel without prejudice to the 
contractor, you can’t buy against his account. In Mr. Million’s state- 
ment, he indicated—I read that a little while ago—as I recall, he in- 
dicated termination without prejudice. It was my point of view that 
we were not—the Government did not contribute all of this delin- 
quency. We may have had a hand in it, admittedly, but this contrac- 
tor was primarily responsible for failure to deliver. 

I did not consider it proper that he should be terminated without 
prejudice. 

Mr. Ecxnart. Are you in a position to testify as to what the pro- 
curement regulations provide with respect to those situations or con- 
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ditions that authorize termination without prejudice to the contrac- 
tor ? 

Major McCarruy. Without prejudice to the contractor ? 

Mr. Ecxuarr. Yes, sir. 

Mr. BanneRMAN. Every contract carries within it a default clause. 
The default clause states specifically the circumstances which will 
constitute a basis for terminating for default, in which case it would 
not be without prejudice as described here. 

Every contract also carries in it a provision for the termination for 
the convenience of the Government, and that may be done at any time, 
but is not done as a matter of policy in any case where the contractor 
is in actual default. 

Mr. Ecxnarr. But in this case, is it your opinion that there are 
circumstances which might justify termination for default? 

Mr. Bannerman. I don’t want to evaluate the case, because these 
cases are difficult to evaluate. But I think the contracting officer’s po- 
sition is a sound one, from what I have heard. 

Mr. Ecxuarr. Another point, Major McCarthy. You have testi- 
fied that four of these contracts were late. When a contract is award- 
ed to a company, when does the Marine Corps inspector, or other Goy- 
ernment inspec tor, go to the plant to take up his duties? 

Major McCarrny. I will have to qualify this a little bit, but I be- 
lieve that when the manufacturer commences production he notifies 
the Marine Corps and we in turn provide the inspector or provide 
inspection service. 

Mr. Ecxuartr. And you keep an inspector there during the life of 
the contract. 

Major McCarrny. I believe in this case—it could be a Marine Corps 
or an Army inspector. 

Mr. Ecxuarr. But he would be there during the life of the con- 
tract ? 

Mr. Bannerman. This does not mean that he is a resident inspector 
in all cases. 

Major McCarrny. Not necessarily. 

Mr. Eckuarr. But does it not mean that he has to frequent the plant 
during the running of the contract? 

Major McCarruy. Yes, sir. 

Mr. Eoxnart. And that when your delivery schedule, instead of 
stretching over a period of 4 or 5 months, stretches over a period of 
years, that additional costs are being incurred by the inspection 
department ? 

Major McCarrny. Yes, sir, that is true. 

Mr. Ecxuarrt. Is it “9s not true that when a contract is extended 
over the period of a year as against an expected 5- or 6-month period, 
that there are also general administrative expenses incurred by the 
contracting service ? 

Major McCarrny. Yes, sir. 

Mr. Ecxnarrt. What effect would this have—if all of this could be 
calculated, in the case of a delinquency of 10 or 7 months, as you have 
testified to with respect to a couple of these contracts, do you feel 

that it is conceivable that the overall cost of the Government could 
be greatly in excess of what some of the other contractors have bid? 

Major McCarrny. I have no way of calculating that, sir. In this 
case there was a Government inspector there apparently i in the record 








68 MILITARY CLOTHING PROCUREMENT 


inspecting other garments. It would be difficult to establish. The 
inspection was performed by the Atlanta Quartermaster Inspection 
Sunnly Office, Atlanta General Denot. 

Mr. Ecxnuanrt. Is it not conceivable that the general administrative 
expenses of your office exclusively might be such during the running 
of a contract that is seriously delinquent to the extent ‘that the total 
cost involved would actually exceed what another bidder actually bid, 
but who was not awarded the contract ? 

Major McCarrny. I have no way of determining that, sir. I sup- 

ose it is conceivable, yes, sir: but I would have no way of determin- 
ing that unless you took a specific case. 

Mr. Fascetn. I have some questions, Mr. Chairman. 

Mr. Hotrrtevp. Mr. Fascell. 

Mr. Fascett. Major McCarthy, how lone were you head of the 
Purchasing and Contract Section in Philadelphia? 

Maior McCartrry. I was there about August of 1954—\ there is some 
difficulty in establishing that in my own mind—I think it was about 
Aucust of 1954, until March 1, 1956. 

Mr. Fasceiu. Have your military duties been primarily in this type 
of activity ? 

Major McCarty. No, sir; I have a rather varied backeround. 

Mr. Fascett. The contract of November 3, 1955, No. N-263, was 
awarded bv vou or Mr. Steelman ? 

Major McCartny. Mr. Steelman. 

Mr, Fasceti. Do you have any recollection at that time as to any 
personal feelings on ‘the awarding of this contract, in the light of the 
experiences that your Department has had with respect to the prior 
two contracts? 

Major McCartny. I can’t recall at this time. I can only say that 
in the sporting-goods field, all of our records indicate that almost all 
of these people are to some degree delinquent. 

Mr. Fasceti. Are you trying to tell us that you don’t feel that the 
delinquency that you have testified about with respect to the three 
contracts so far were unusual in any sense? 

Major McCantiry. They are not unusual, no, sir; not in this par- 
ticular field, sporting goods. 

Mr. Fascerr. And, therefore, you personally would have no hesita- 
tion in awarding another contract to the same person under the same 
conditions? 

Major McCartry. Today ? 

Mr. Fascetu. Yes, sir. 

Major McCarrny. I don’t know whether I would award him one 
or not, sir. 

Mr. Fascrtt. You would have some doubt as to whether or not he 
was a reliable and responsible contractor ? 

Major McCartrry. Yes, sir. 

Mr. Fascreti. What was the final delivery date on contract N-263? 

Major McCartrry. December 20, 1956. 

Mr. Fasceti. Now, as a matter of fact, on that contract the Marine 
Corns took something they really didn’t want; didn’t they? 

Major McCarrtny. No, sir; we were finally satisfied with the cloth 
that we got, and the garment, the construction of it; it took a lot of 
time. 

Mr. Fascetu. As a matter of fact, you had to be; didn’t you? 
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Major McCarruy. Pardon? 

Mr. Fascetu. As a matter of fact, you had to be, as a purchasing 
and contracting officer, it was out of your hands? 

Major McCarruy. No, sir. As I have related earlier, headquarters 
upheld my position in the matter. He was trying to foist off this 
horse blanket, as they call it, and I wouldn’t accept it. He went to 
higher authority, and he got the same answer there as I gave him in 
Philadelphia. So 1 feel | was supported by the Marine Corps in iny 
case. 

Mr. Fascett. And you wound up with a garment that you now 
classify as equal to the one that was specified ¢ 

Major McCarrny. Yes, sir; that is what we asked for. 

Mr. Fasce.z. I have no other questions. 

Mr. Hotirietp. Mr. Morgan. 

Mr. Morcan. Major McCarthy, you stated earlier that deliveries 
under contract 263 were to begin May 3. Would you check that and 
see if that is accurate, or if it could possibly have been March 6, 1956, 
and then it was extended to April 17, and then a further extension to 
May 3¢ And while you are doing that, I would like to ask Mr. 
Steelman, the contracting officer, a few questions. 

I would also like Major McCarthy to look up another question. He 
stated that the contract was completed December 20, 1956. Will you 
check the status report of January 4, 1957, and the production prog- 
ress report of January 18, 1957? 

Major McCarruy. I siand corrected on that. I have a DD-250, 
as it is called, and it is dated January 25, 1957. It was final ship- 
ment No. 14 going to Barstow, Calif., in the amount of 202 garments. 
That was January 1957. 

I might mention, Mr. Morgan, some of this information we got 
later; as you know, these have been tied up for several months. 

Albany, on the same date, January 25, 1957, likewise received final 
shipment No. 11. 

Mr. Fascriyi. One question of Major McCarthy. 

Major McCartrny. Were there any other questions I have left un- 
answered / 

Mr. Fascetp. I have one question, Major. 

At the time of the award of the N-263 contract in November 1955, 
were you personally aware of any relationship between Mr. Wynn, 
the president of Southern Athletic Co. and Mr. Ross, the Assistant 
Secretary of Defense? 

Major McCarruy. In November 1955; no, sir. 

Mr. Fasceti. When did you first become aware of the relationship 
between these two men ? 

Major McCarrnuy. That would be sometime in February of 1956. 

Mr. Fasceti. Tnat was prior to the award of contract No. 1984 of 
September 12, 1956, to the Southern Aviation Manufacturing Co. ? 

Major McCarruy. Yes, sir—I wasn’t there when that award was 
made in September 1956. 

Mr. Fasce.y. That is all I have. 

Mr. Howirretp. Mr. Steelman, will you be sworn, please ? 

Do you swear that the testimony you are about to give this com- 
mittee will be the truth, the whole truth, and nothing but the truth, so 
help you God? ; 

Mr. Steetman. I do. 
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Mr. Hourrtetp. Proceed. 

Mr. Morgan. Mr. Steelman, on February 20, 1956, I believe you 
submitted a memo or a letter in which you proposed to invoke default 
proceedings against this contractor ; is that correct ? 

Mr. Steeitman. That is correct. 

Mr. Morean. On 263. At that time were you aware of the con- 
ference that had been held in Washington between the contractor and 
the people of Headquarters USMC? 

Mr. Sreetman. Let me get that question straight. Was I aware of 
the conference ? 

Mr. Morcan. Were you aware of the conference that has been dis- 
cussed here earlier, that was approximately the 1st of February ? 

Mr. Steetman. I can only answer this way. I knew our rejection on 
the uniform was upheld. That of necessity assured me that he saw 
somebody in Washington. 

Mr. Morean. But this was before your proposal of February 10, to 
the best of your recollection? Mr. McLain testified that he thought 
it was about the Ist of February. I am just trying to establish if this 
proposal of yours was after this conference or before the conference. 

Mr. Steetman. What is the date of this? 

Mr. Morean. February 10. 

Mr. Sreetman. I couldn’t say that I knew whom he had seen, or 
what method was employed to see him. 

Mr. Morean. Will you admit that you did make such a proposal 
on February 10 that he follow your recommendation ? 

Mr. StreetmMan. Yes, sir. 

Mr. Morean. To whom was that made? 

Mr. SreetMAn. Southern Athletic Co. 

Mr. Morean. Was that a letter to Southern Athletic Co. ? 

Mr. STeetMAn. Yes, sir. 

Mr. Morcan. Would you read the pertinent part into the record, 
please ? 

(See exhibit 10, p. 433.) 

Mr. STEELMAN (reading) : 

You are again reminded— 

I believe this is the part— 


of your responsibility to produce acceptable items in accordance with the contract 
terms, and you are hereby notified that unless you furnish this office on or be- 
fore February 29, 1956, with conclusive evidence of your ability to deliver ac- 
ceptable items, and, further, your ability to complete the contract with the specifi- 
cation items within a reasonable time, this office proposes to invoke default proce- 
dures in accordance with article 2 of the general provisions of the contract. 


Mr. Morcan. What was the contractor’s reply to that letter? I 
believe you will find a letter dated February 13, 1956. 

Mr. Steetman. Yes, sir; I have it. Do you want me to read it? 

Mr. Moreaw. Is that the correct date on the letter ? 


Mr. SteetmMan. I didn’t read the essence of it. I found a letter of 
that date. 


Mr. Morcan. And by whom is the letter signed ? 
Mr. SreetmMan. Matlock D. Hays. 

Mr. Morcan. What title does he give, if any? 

Mr. Steetman. Right here he gives none. _ 

Mr. Morcan. None. Would you read the letter? 
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Mr. Rosack. You mean his title was not identified ? 

Mr. Sreetman. He does not insert any title under his name. 

Mr. Rosack. Well, do you take any communication that is unidenti- 
fied as to title as authentic for the company ? 

Mr. SreecmMan. It is on their letterhead. He signed for Southern 
Athletic Co. I think it was a matter of information to everyone, and 
I knew that Mr. Hays worked for that company. Mr. Hays himself 
had paid a visit to the Marine Corps when the material was rejected. 

Mr. Moraan. As a representative of Southern Athletic? 

Mr. STEELMAN. Yes, sir. 

Mr. Morcan. Would you read the letter, please, sir? 

Mr. STEELMAN (reading) : 


We hereby acknowledge receipt of your letter dated February 10, 1956, per- 
taining to contract No. N150—263, calling for the manufacture of pants and 
shirts, baseball. We have previously outlined to you our position in this 
matter. We again desire that you refer to our communication of February 8, 
1956, concerning this contract. We are attaching hereto a copy of this letter. 
Since writing this letter of February 8 and talking to you numerous times by 
telephone, including our last conversation this morning, we have endeavored in 
every possible way to secure suitable materials for performance of this contract. 
We, this morning, made a request of you to terminate the contract with no 
prejudice to Southern Athletic Co., due for the unforeseeable circumstances 
that have arisen, and the disagreement that exists concerning C. M. Hoff’s ma- 
terial being acceptable or equal to the sample that is on display in your office. 
We are hereby proposing another proposition. We are enclosing photostatic 
copy of letter we received from the Hartford Woolen Co., Hartford, Vt., who are 
manufacturers of Dodge-Davis baseball fabric. This letter is self-explanatory 
in that it outlines a delivery schedule, and proposes different types of materials 
that might be used in performance of the contract. We would like to know 
from you immediately by wire collect the suitability of the various fabrics 
mentioned in this letter. We are advised by Hartford Woolen’s telephone 
conversation that they cannot put dacron into the fabric, that nylon must 
be used. 


Mr. Morean. Can we have the rest inserted into the record at this 
point ? 


(Letter of February 13, 1956, from Matlock D. Hays follows:) 


KNOXVILLE, TENN., February 13, 1956. 
Mr. J. A. STEELMAN, 
Contracting Officer, United States Marine Corps, 
Marine Corps Clothing Depot, Philadelphia, Pa. 

DEAR Mr. STEELMAN: We hereby acknowledge receipt of your letter dated Feb- 
ruary 10, 1956, pertaining to contract No. N150—263 calling for the manufacture 
of pants and shirts, baseball. 

We have previously outlined to you our position in this matter. We again 
desire that you refer to our communication of February 8, 1956, concerning this 
contract. We are attaching hereto a copy of this letter. Since writing this 
letter of February 8 and talking with you numerous times by telephone including 
our last conversation this morning we have endeavored in every possible way to 
secure suitable materials for performance of this contract. 

We, this morning, made a request of you to terminate the contract with no 
prejudice to Southern Athletic Co. due to the unforeseeable circumstances that 
have arisen and the disagreement that exist concerning C. M. Hoff’s material be- 
ing acceptable or equal to the sample that is on display in your offices. 

We are hereby proposing another proposition. We are enclosing photostatic 
copy of letter we received from the Hartford Woolen Co., Hartford, Vt., who are 
manufacturers of Dodge Davis baseball fabric. This letter is self-explanatory 
in that it outlines a delivery schedule and proposes different types of materials 
that might be used in performance of the contract. We would like to know from 
you immediately, by wire collect, the suitability of the various fabrics mentioned 
in this letter. We are advised by Hartford Woolen’s telephone conversation that 
they cannot put dacron into the fabric, that nylon must be used. They further 
advised that a content of 50 percent wool, 30 percent cotton and 20 percent 
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nylon will not have the hand and softness of a fabric with greater wool content, 
consequently they are proposing a woolen content a little greater than that 
originally specified by the Marine Corps. We are in a position to furnish you 
with a 1-yard sample of Hartford Woolen Co.’s fabric for approval prior to placing 
an order for this material. 

In view of all the above circumstances for us to proceed und manufacture 
this contract due to the availability of basic fabric we propose to start delivering 
garments in late March and to complete the 30th of April. We believe we may 
be able to better this delivery schedule; however, we would like to have our 
deliveries so scheduled for performance of the contract. If this is satisfactory 
we would greatly appreciate your immediate reply as every day is of vital im- 
portance to us in properly determining our course of action. 

Very truly yours, 
SouTHERN ATHLETIC Co., INC., 
Matiock D. Hays. 


Mr. Houtrtexp. This isan automatic rollcall. 

Mr. Morcan. I have just one more question. 

Mr. Hotirrecp. We will have time for one more question, and then 
we will adjourn until 10 o’clock tomorrow. 

Mr. Morean. Mr. Steelman, on February 10 you threatened default 
procedures to the contractor. On February 13, by some correspond- 
ence or communication, other than this one whic ch you have read, the 
contractor proposed or requested a termination with no Payee 
What action, if any, was taken on your proposal and on the contractor’s 
request to terminate without pr ejudice ? 

Mr. Steritman. I wouldn’t consider it. 

Mr. Morcan. Was this taken up to higher authority than yourself? 

Mr. SreetMan. That decision was made right in our office. 

Mr. Rornacx. There was no default ? 

Mr. SreetMAn. That was ridiculous, to our mind. 

Mr. Rosack. There was no default. What was the ultimate disposi- 
tion of the contract ¢ 

Mr. SreenMan. Well, he indicated disability to obtain satisfactory 
mater ial, acceptable material that was the equal of the sample in the 
sample uniform, and where that name Dodge-Davis comes in, that was 
the Dodge-Davis material in the original uniform. 

Mr. Fasceiu. Mr. Steelman, as a matter of fact, what happened was 
that an acceptance of a material that was equal to the contr - specifi- 

cations was made in Washington, and you had no hand in it, is that 
correct ? 

Mr. Srrerman. The selection of the other material was finalized in 
Washington when they went over our heads. 

Mr. Fasceiu. I understand that, sir. But the acceptance of the 
material as an equal to the contract specification was not made by you, 
was it? 

Mr. Sreetman. When he submitted this sample from Dodge-Davis, 
Hartford Woolen, the one that was accepted, it was tested in the 
Jaboratory, and it was equal to the original basic material in the invita- 
tion that was advertised. 

Mr, Fasceui. I understand that, sir. But you did not accept per- 
sonally the material as equal ? 

Mr. Steritman. Not on my own say-so. It went to the laboratory, 
sir, it was checked. 

Mr. Fasceit. After it went through the laboratory, did you or did 
you not personally accept the material as an equal to the contract 
specification ? 
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Mr. SreetMan. There was a telegram sent from my office telling 
him that the material, sample number so-and-so, had been tested and 
found acceptable. 

Mr. Fascett. That is not what I asked you. Did you make the 
decision to accept the material as equal ¢ 

Mr. SreetMAn. Only jointly, sir. 

Mr. Fasce.y. Jointly with him. 

Major McCartuy. May I explain it, sir? 

Mr. SreetMan. When I saw it in the contract. 

Mr. Fasceiy. Let me ask the major the same question. 

Major, did you personally make the decision to accept the material 
as an equal to the contract specification ? 

Major McCarruy. We were satisfied that it was equal; yes. 

Mr. Fascett. As a matter of fact, the decision was made in Wash- 
ington, is that not so? 

Major McCarrny. No, sir. They recommended this material—— 

Mr. Fascetz. And you accepted it? 

Major McCartuy. Yes, sir; but there was no question in our minds 
about it being equal. 

Mr. Fascetn. And who recommended it to you? 

Major McCarrny. As far as I can recall, the contractor submitted 
this material for examination, and it was tested in the laboratory, and 
there was no question on the part of anybody as to whether or not it 
was equal, it was in fact equal. 

Mr. Fasceti. A decision was made to accept something other than 
the contract specification ¢ 

Major McCarrny. No, sir; we got exactly—— 

Mr. Fascetn. Based on the technicality of “specification or equal,” 
you are saying that there was no deviation from the specification of 
the contract bid? 

Major McCarrny. That is right. 

Mr. Fasceryi. I understand that,sir. All Iam asking you is whether 
or not you personally made the decision, or was it made in Washington, 
when a determination was made to accept an equal ? 

Major McCarruy. Well, the final decision always rests with the 
contracting officer; whether anyone agrees or disagrees with hin, it 
was his decision. In the final analysis he would have to say yes. 
Mr. Steelman is the contracting officer even though I was in charge of 
the section in which he worked at that time, he was the contracting 
ollicer. 

Mr. Fascetxi. Following the line of command, I understand that 
very thoroughly. But am I correct in saying that this was a recom- 
mendation that came down from Washington, the final decision resting 
with Mr. Steelman, the contracting officer, who did accept it? 

Major McCarruy. The final decision? Yes, sir. 

Mr. SrrermMan. I made the acceptance. 

Major McCarruy. He did. 

Mr. McCarty. May I point out something? We had nothing to do 
with the contract or material after Mr. Wynn’s visit when he was re- 
jected on the material he was offering at that time. All actions were 
taken by Philadelphia after that, we had no idea what they were 
doing then. 
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Mr. Rozack. How many years of experience have you had in pro- 
curement ? 

Mr. Sreetman. I have been in the Government service close to 40 
years, and all of it has been in procurement. 

Mr. Hotirtevp. We will adjourn until 10 o’clock tomorrow morning. 

(Whereupon, at 12:10 p. m., the hearing was adjourned, to re- 
convene at 10 a. m., Friday, April 5, 1957.) 
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FRIDAY, APRIL 5, 1957 


House or REepresENTATIVES, 
SUBCOMMITTEE ON Miitary OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 1501, 
New House Office Building, Hon. Chet Holifield (chairman of the 
subcommittee) presiding. 

Members present: Chet Holifield (presiding), Martha W. Griffiths, 
and Glenard P. Lipscomb. 

Also present: Herbert Roback, staff director; James F. Eckhart, 
counsel; Earl J. Morgan, chief ‘investigator ; Robert McElroy, in- 
vestigator; and Carey Brewer, senior defense specialist. 

Mr. Hoxtrtexp. The subcommittee will be in order. 

We were questioning Major McCarthy, Mr. McLain, and Mr. Steel- 
man, on certain facets of the contracts. 

We will try to finish that up as quickly as possible. 


FURTHER TESTIMONY OF CAPT. E. M. FAGAN, SUPPLY CORPS, 
UNITED STATES NAVY; ACCOMPANIED BY MAJ. THOMAS E. 
McCARTHY, PROCUREMENT OFFICE, UNITED STATES MARINE 
CORPS SUPPLY ACTIVITY, PHILADELPHIA, PA.; J. W. McLAIN, 
ASSISTANT HEAD OF PROCUREMENT SECTION, UNITED STATES 
MARINE CORPS SUPPLY ACTIVITY, PHILADELPHIA, PA.; J. A. 
STEELMAN, FORMER CONTRACTING OFFICER, UNITED STATES 
MARINE CORPS SUPPLY ACTIVITY, PHILADELPHIA, PA.; AND 
GEORGE W. MARKEY, JR., ASSISTANT TO THE GENERAL COUN- 
SEL, NAVY DEPARTMENT 


Mr. Rorack. Major McCarthy, at the previous meeting you were 
asked about a notation on the invitation to bid, that if contractor 
were delinquent that the Marine Corps reserved the right to throw 
out the bid. Now, is it not a fact that at that time there were several 
pending delinquencies on contracts with the Marine Corps? 

Major McCarruy. At what time are you referring to? 

Mr. Rorack. As I recall the notation that you stamped on the in- 
vitation was for a contract that was awarded in September 1956. 

Major McCarrny. Yes. 

Mr. Moran. Mr. Chairman, this is contract N1984 that was award- 
ed September 12, 1956 to Southern Aviation Manufacturing Co. 

Major McCartuy. We did have that clause in that contract, that 
is right. It was a reservation. There was considerable doubt as to 
the legality of that. I put that on, but a number of men in the legal 
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field felt that it would have no final authority if it came to a court of 
law. It isa difficult thing for me to express an opinion on. 

However, it is on there as a warning, at least to prospective bidders 
that we are considering their status of delinquenc y: 

Mr. Rozack. Well, when you are awarding a contract, would you 
have any ready means to determine whether : any contract was being 
awarded by other military services ? 

M: ajor McCanrriry. We frequently called on the other services; yes. 

Mr. Rogpack. You say “frequently called.” Did you have any sys- 
tematic means of knowing whether the other contracts were being 
awarded or being held? ‘The reason I asked the question, suppose you 
are protesting, as you have, the delinquency of the contractor, and at 
the same time you haven’t taken any means to ascertain whether the 
Quartermaster Corps, let us say, has loaded the man down with six 
other contracts. 

Now, are you entitled to protest his delinquency when you do not 
check to see whether another military service is loading him down? 

Major McCarruy. This clause refers to Marine Corps contracts 
only. Now, we are aware of the purchases of the other services. But 
precisely the status of the other services, no; we are not. And none 
of these are of that quantity, including the largest contracts, none of 
these contracts are of the type that should normally tie up an organiza- 
tion as big as Southern Athletic for any length of time, it is not an 
abnorm: ally large contract, it is relatively small, in fact. 

Mr. Rorack. But as you testified before, you didn’t find out that 
the Air Force had extended the contract until you were trying to 
check on why he was late? 

Major McCartuy. That is right. 

Mr. Hottrrecp. It seems to me it would be a wise precaution just 
before letting a contract to require the contractor to submit a full 
report to the procurement officer on the contracts in which he is en- 
gaged, the number of employees he has, his schedule of production, s 
that the contr: vet ing officer could exercise judgment as to the man’s 
capability forthe delivery. You have testified that most of these 1,300 
suppliers have less than 100 employees, and in some cases we find that 
they don’t have facilities, you haven’t checked whether they have any 
facilities, they have to go out in the market apparently and subcontract 
directly or contract for fac ilities, and it seems to me that you are deal- 
ing with a kind of an unstable on roup of elements all the time in this 
field. Do you or do you not require a contractor to file with you the 
status of his other contracts with the other services when you do grant 
a contract ? 

Major McCarrny. If we have a preaward survey we get that infor- 
mation; yes, sir. In this particular case we have letters immedi: ately 
prior to the award of that contract in the fall of 1956 signed by Mr. 
Wynn, there are a number of letters, not only assuring us of his ability 
to produc e that material on time, but telling us in fact that he had the 
basic material on hand to produce the contract in the fall of 1956. 

Mr. Hourrretp. You relied on that presentation, then ? 

Major McCarrny. Yes, sir. 

Mr. Howtrierp. And did it subsequently develop that he did not 


have the material and that he could not make the deliveries as promised 
in his letter? 
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Major McCartuy. He did not finally make the deliveries on time; 
that is correct, sir. 

Mr. Houtrretp. Did he have the material ? 

Major McCarruy. I believe he had the material—perhaps he didn’t 
have every component, but he apparently had all of the basic mate- 
rial. I have a letter here of September 10, 1956, signed by H. D. 
Wynn, which states in part: 


I would like to point out to you that the Southern Aviation Manufacturing 
Co.—that we have all the materials in the house— 


among other statements in there. 

Mr. Hotrretp. So this was not a case like the previous contract 
where there was a conflict as to the material he would use? 

Major McCarrny. No, sir; this was the third award for softball 
uniforms, and this time he claimed he had all the material in the 
house. We had every reasonable assurance of getting it. 

Mr. Rosack. Now, has your procurement authority been transferred 
to the Quartermaster Corps ¢ and the single manager ? 

Major McCarrtnuy. In the area of clothing ? 

Mr. Rosack. In the area of the contracts that we are discussing ? 

Major McCartny. IL would have to check. 

Mr. McLarn. May I answer that? 

Mr. Ropack. Yes. 

Mr. McLaxrn. It is in the list of commodities, it was transferred to 
the single manager, procurement was transferred approximately Sep- 
tember 4, 1956. There are still some items in the athletic line that I 
think probably we will still be buying. 

The executive director for the single manager for clothing, textiles, 
and footwear would be in a better position to answer what we will be 
doing in that area. 

Mr. Ropack. You are not certain at this point as to the extent to 
which there will be a transfer of procurement authority in the clothing 
and textile field? 

Mr. McLarn. Not in the clothing and textile field—it covers the 
whole clothing and textile and footwear field, but there is some mis- 
understanding, I believe, at the present time as to whether all this 
athletic clothing will be included in that category or not. 

Mr. Hotirrevp. Well, speaking in general, will it not be possible 
for you to keep track of the procurement of the three services and 
better coordinate it in regard to letting contracts and requiring de- 
livery dates, once you get this single management procurement method 
rolling? 

Major McCarrny. That is one of the aims of the single manager. 

Mr. Houtrtetp. I know it is one of the aims, but is it your judgment 
as a procurement officer that this will be a more efficient manner of 
procuring? 

Major McCarrny. I would think so; yes, sir. 

Mr. Rorack. I asked Mr. Steelman at the close of the session yester- 
day as to his procurement experience, and I believe he said that he 
spent about 40 years almost entirely in the procurement field. 

Is that right, Mr. Steelman ? 

Mr. STEELMAN. Yes, sir; I made that statement. 

Mr. Ropack. Now, on the basis of your extensive experience, what 
is your judgment as to the responsibility and the qualifications of 
the contractor whom we have been discussing here? 
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Mr. SteeLMANn. Based on my experience, I could not give him a good 
report. Everything, of course, is more vivid in retrospective than in 
perspective. There is a condition today which has already been ex- 

lained, that delinquencies are more the rule than the exception. But 
a on the experience of these four contracts that we have discussed 
here, I could not give him a good rating. 

Mr. Houtrtevp. Could I ask you, from your years of experience do 
you have any recommendations to make to this committee which we 
could make as a legislative recommendation which would improve 
the situation? It seems to me it is a situation which you folks have to 
wrestle with all the time. Do you have any recommendations to make 
as to whether we could make recommendations for legislation which 
would clear up some of this apparent instability in procuring prac- 
tices ? 

Mr. Steetman. You know, if I could be of help to you from my ex- 
perience, that would be one of my greatest desires, because the expe- 
rience that I had, from that experience I know that a contracting 
officer has a difficult time trying to do the right thing. And it seems 
if you do it, your are wrong, and if you don’t, you are wrong. And 
believe me, there are a lot of important decisions that you must make. 
But if you can’t make decisions, you might as*well give up your job, 
that is what you are there for, you have got to make them, or you don’t 
get anything. 

And every time you make a decision you stick your neck out one way 
or the other. It has never been to my mind clear-cut as to whether 
a decision of the contracting officer, even if it is the most honest, 
clear-cut decision he can make, whether he is going to get backing if 
there is a protest, whether he is going to get backing if he puts this 
man in default, because there are too many uncertainties in it. It is 
not easy. I wish it could come to being like a rubber stamp. But it 
isn’t. Everybody is looking for a panacea, or whatever you call it, 
and I wish I could help you, but I am afraid it is bigger than I am. 

Mr. Hottrtevp. Is not this condition in the textile contracting or 
garment contracting, is it not more trouble than in many other fields 
of contracting, say, such as for automotive equipment, or other types 
of contracting where you deal with more substantial suppliers, and 
people who are not operating on the fringe of business stability ? 

Mr. Sreetman. If I get your question correctly, I think you asked 
me, do I feel that this condition exists more in this area of clothing 
buying than in some of those others? Definitely I do, sir. 

Mr. Lipscoms. May I ask Mr. Steelman why he says that delin- 
quencies are the rule? 

Mr. Steerman. I mean to say that they are common. 

Mr. Lrescoms. Why ? 

Mr. Steetman. They are very common. I think it would be a good 
performance if you could get 55 percent of your contractors to finish 
on time. There are too many things that take place during the course 
of that contract that you definitely cannot say that that contractor 
was wholly responsible for. And the lack of your ability to prove 
it makes you reluctant about taking any action against him in the 
way of a default because you must prove those things when you 
do it. 

Mr. Liescoms. Why are delinquencies the rule? 
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Mr. SreetmMan. Well, we all have been trying to find that out. 
That is exactly what we have been trying to find out the remedy for. 
Sometimes it can be that our lead time is not proper, or delivery 
requirements—if you want to call it a firm requirement—are unreal- 
istic. Then there are other conditions that come along—there is a 

olicy today to broaden, to get bidders into this—we get it under the 

mall Business Administration, we get it under distressed areas, and 


you have got people in it—I don’t know whether you want to put this 
on the record or not 


Mr. Houtrtevp. Go ahead. 

Mr. SreeLMaNn. But it is my opinion that there are people in it just 
for that reason, and they were never qualified. 

Mr. Hottrietp. And your regulations are not of the nature which 
allow you to set up a criteria of qualification which would weed out 
the unqualified ? 

Mr. Steetman. I am afraid that covers it; yes, sir. 

Mr. Ho trtevp. Is it possible for you to have better regulations 
within your own service? Is it possible to improve your regulations 
to the point where you can disqualify incompetent people, or people 
that are not financed properly, or who do not have a background of 
experience or facilities? 

Mr. SreetMan. I would think it would be possible, but you can’t 
work for improvement on one end, and then in other types of legis- 
lation counteract and overbalance it, you can’t burn the candle from 
both sides. 


Captain Fagan. Mr. Chairman, may I amplify that? 
Mr. Hottrrtetp. Yes, sir. 


Captain Facean. I represent the Navy and Marine Corps policy 
level in this matter 

Mr. Hottrtevp. Captain, it is no discourtesy that we haven’t called 
on, you, but we wanted to discuss with these men in the field the real 
problems that they have. 

Captain Facan. I understand that. My position is such that I am 
in a position to pay more attention to these broader things than the 
men who are using straight procurement practices. 

It is most important that the contracting officer in every case main- 
tain a wide discretionary power in awarding contracts, deciding who a 
responsible bidder is, what a reasonable price is. 

In pursuance of that particular situation, we have framed our policy 
regulations, and in my opinion they are adequate within that broad 
scope of fluidity of what to do and what not to do. 

I would like to enter into the record what we do have on the subject. 
This BuSandA instruction 4336.2 of March 1, 1956, I will not read 
entirely, but it treats the whole problem of delinquent contracts. It 
bears on the whole problem, such things as discretion. 

2. b. states— 

Three basic correctible causes are at the root of the contractor delin- 
quency problem. These are: (1) unrealistic contract delivery dates, 
(2) awards to contractors of doubtful reliability, (3) a widespread be- 
lief among contractors that delivery dates and contracts are merely 
desirable goals. 

If read out of context, it doesn’t give the whole story, but I would like 
to have this in the record. 

Mr. Hottrreip. We will accept it. 

















80 MILITARY CLOTHING PROCUREMENT 


(BuSandA Instruction 4336.2 of March 1, 1956, follows :) 


DEPARTMENT OF THE NAVY, 
BUREAU OF SUPPLIES AND ACCOUNTS, 
Washington, D. C., March 1, 1956. 


BuSanpbA INSTRUCTION 4336.2 


Reference: (a) BuSandA manual. 


From: Chief, Bureau of Supplies and Accounts. 

To: Distribution list. 

Subject: Assuring timely deliveries under contracts. 

Enclosed: (1) Procedural steps for correction of contract delinquency. 


1. Purpose 


The purpose of this instruction is to improve overall supply support by requiring 
positive and continuing action on the part of activities to which purchase author- 
ity has heen delegated by the Chief, Bureau of Supplies and Accounts, to assure 
that contractors meet delivery date obligations in contracts. It is a further 
prime purpose of this instruction to solicit the full cooperation of all commands 
furnished purchase support to attain the objective. 


2. Discussion 


(a) Contractor delinquency not attributable to excusable delay has long been 
a major hindrance to effective timely supply support to meet operating, construc- 
tion, production, repair and overhaul schedules. 

(b) Three basic correctible causes are at the root of the contractor delinquency 
problem. These are: 

(1) unrealistic contract delivery dates. 

(2) awards to contractors of doubtful reliability. 

(3) a widespread belief among contractors that delivery dates in contracts 
are merely desirable goals. 

(c) Unrealistic delivery requirements result from a general misunderstanding 
of procurement lead time. Such items as: (1) requisition processing time; (2) 
purchase time to draft, solicit bids, make technical referrals, evaluate and award; 
and (3) inspection, test and shipment time are frequently overlooked. 

(7) Repeated awards to contractors of doubtful reliability demonstrate the 
need for greater emphasis by contracting officers upon the exercise of their wide 
discretionary powers in determining the responsibility of prospective contractors. 
Consistent failures of some contractors to meet delivery dates indicate that 
insufficient attention is being paid to the principles set forth in ASPR 1-307 
and paragraph 64070 of reference (a). 

(e) The indifference of contractors to delivery dates is partially attributable 
to our own shortcomings: (1) inordinate delay in making awards and furnish- 
ing documents, which often results in contractors’ loss of subcontractors’ com- 
mitments; (2) requiring activities have on occasion informed contractors that 
material was not actually required by the delivery dates specified; (3) con- 
tracting officers have not been given a clear understanding of their responsibility, 
other than for taking default action. 


8. Action by requiring and purchasing activities 


(a) To eliminate the causes of contractor delinquency, it is desired that posi- 
tive and continuing action he initiated by addressees which will: (1) bring about 
the citation of realistic delivery dates on purchase requests and contracts: (2) 
result in the award of contracts only to those suppliers whom contracting officers 
affirmatively determine to be responsible; and (3) impress upon contractors that 
jJelivery dates stipulated are binding contractual oblivations that will be en- 
forced by the Government. As a minimum for effective action the provisions set 
forth in subparagraphs b through d@ will be observed. 

(b) Determination of realistic schedules.—The closest liaison shall be estab- 
lished between the purchasing activity and the customer activities it serves to 
insure a mutual understanding of the problems, functions. and limitations of 
each. Purchase personnel should be included in planning at the earliest possible 
stage where such plans will ultimately require purchase action. At the some 
time, the nurchasing activity must keep customers continually advised regard- 
ing the time elements set forth in paragraph 2c, as well as the effect of new 
regulations, policies, or chanving market conditions which will significantly 
affect these time elements. (See encl. (1), par. 1.) 
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{c) Awards to responsible suppliers.—Increased and vigorous attention shall 
be given to making awards only to those suppliers whom contracting officers 
affirmatively determine to be responsible. ASPR 1-307 (d) and (e) and para- 
graph 64070—5 of reference (a) provide ample authority, contingent upon the 
development and determination of reliable facts, for the rejection of otherwise 
acceptable bids (quotations) on the basis of unacceptable performance. (See 
encl. (1), par. 2.) 

(d) Administration of contract delivery dates.—(1) It will be necessary that 
the purchasing organizations of field activities develop contractor performance 
information and maintain suitable records, While completely uniform pro- 
cedures are not perscribed, the following general principles and limitations will 
apply: 

' (a) Normally, purchasing personnel will not engage in routine expediting 
or followup prior to contract delivery dates. Reports to contracting activ- 
ities by activities exercising followup responsibilities will be based on 
imminent or actual delinquencies. 

(b) Contracting activities should be provided with contract status in- 
formation prior to delivery due dates when time of delivery was the deter- 
mining factor in making award, or when it is considered that the transmis- 
sion of contract status information to contracting officers will increuse 
purchasing responsiveness to the needs of requiring activities, 

(c) The determination of when reports should be submitted should be 
based upon mutually agreeable considerations, such as program urgency, 
stock availability, vessel departure dates, etc.; however, reporting nun- 
delivery of material after a delivery due date should be as promptly as 
possible. 

(ad) Reports should disclose all actions taken by the reporting activity 
to obtain delivery or delivery information, including information received 
from the Material Inspection Service. Likewise, contracting activities 
should keep reporting activities informed fully of all actions taken to 
eliminate contract delinquency as a result of the reports received. 

(e) Contracting officers will record, by contract and contractor, the per- 
formance information developed and evaluate proposed new contracts in 
the light of such data. At activities which have contract review boards 
established, each case of rejection of an otherwise acceptable bidder or 
quoter on the basis of nonresponsibility because of poor performance will 
be presented to the board. 

(2) To be effective, contract performance action must not be treated as a 
routine clerical function. The personnel selected (preferably contract ad- 
ministration personnel of the purchase organization) must have the necessary 
quality, sound judgment and facilities to determine when and what action 
is required and the authority to proceed. (See encl. (1), par. 3.) 


4. Action by commandants of naval districts, Potomac River Naval Command, 
Scvern River Naval Command, and Chief of Naval Air Training 
The commandants of naval districts, the Severn and Potomac River Naval 
Commands and the Chief of Naval Air Training are requested to encourage full 
cooperation of activities under their cognizance which may require purchase 
support. 


R. J. ARNOLD. 
DISTRIBUTION 


F2 (Nav Dist & River Comd Comdts) (continental U. 8S. only) 

373A (Air Training Command) (with copy of ref (b) ) 

BuSandA X(143) (Major Field Purchasing Activities, BuSandA Manual, parts. 
61046, 61047, 61048, continental U. S. only) 

Copy to: 

A2A (Navy Department independent offices) following only: Chief of Naval 
Material; Administrative Office, Publications Division, Room 0124, Main Navy 
(2 copies) 

E4 (Laboratory ONR) following only: Orlando, Fla. 

F9 (Station CNO) following only: Green Cove Springs, Fla.; Key West Fla.; 
San Diego, Calif.; Tacoma, Wash.; Tongue Point, Astoria, Oreg. 

GIA (Air Station) following only: Quonset Point, R. I.; Brunswick, Me.; 
Floyd Bennett Field, Brooklyn, N. Y.; Johnsville, Pa.; Atlantic City, N. J.; 
Willow Grove, Pa.; Akron, Ohio; Columbus, Ohio; Norfolk, Va.; Cecil Field, 
Fla.; Key West, Fla; Atlanta, Ga.; Birmingham, Ala.; New Orleans, La ; 
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Lincoln, Nebr. ; Minneapolis, Minn.; Hutchinson, Kans.; Glenview, Ill. ; Grosse f 
Tle, Mich.; Olathe, Kans.: Denver, Colo.; North Island, San Diego, Calif. ; § 
Miramar, San Diego, Calif.; Long Beach, Calif.; Alameda, Calif.; Moffett U 
Field, Calif.; Oakland, Calif.; Seattle, Wash.; Whidbey Island, Oak Harbor, r 
Wash.; Spokane, Wash.; Anacostia, Washington, D. C.; Lakehurst, N. J.; t 
Chincoteague, Va.; Brunswick, Ga.; GIB (Air Station Auxiliary) following a 
only: Sanford, Fla.; GID (Air Facility BuAer) following only: Elizabeth t 
City, N. C.: G5B (Air Missile Test Center); G5D (Air Technical Training d 
Center) following only: Norman, Okla.; G8G (Air Rocket Test Station) ; 
G14 (MarCorps Air Stations) following only: Cherry Point, N. C. : b 
H3 (Hospital) following only: St. Albans, L. I., N. Y.: Philadelphia, Pa.; U 
Portsmouth, Va.; Camp Lejeune, N. C.: Bainbridge, Md.: San Diego, Calif. ; 0 
Camp Pendleton, Calif.: Corona, Calif.; Oakland, Calif.; H6 (Medical Center) li 
K2A (Ammunition Depot) following only: Hingham, Mass.; Earle, N. J.; Char- a 
lotte, N. C.; Portsmouth, Va.; Hastings, Nebr.: Bremerton, Wash.; Haw- 0 
thorne, Nev.; K2D (Mine Depot): K5A (Ordnance Plant) following only: 
South Charleston, W. Va.; Louisville, Ky.: Pocatello, Idaho, K10 (Ordnance i qu 
Test Station); K1i3A (Torpedo Station); K16 (Ordnance Missile Test d 
Facility ) = 
Li (Shipyard) following only: Brooklyn, N. Y.; Portsmouth, Va.;: Long Beach, x 
Calif.; San Francisco, Calif.; Vallejo, Calif.; L7 (Laboratory BuShips) 
following only: New London, Conn.: San Diego, Calif.; Bayview, Idaho; : te 
Carderock, Md. tt 
M11 (Fuel Supply Depot) following only: San Pedro, Calif.; M13 (Inspector 5 q 
Supply Corps) ; M27 (Supply Center) following only: Oakland, Calif.; M28 : of 
(Supply Depot) following only: Scotia, N. Y.; Bayonne, N. J.: San Diego, = 
Calif. ; Clearfield, Utah ; Spokane, Wash. 
M37 (Supply Facility) bs 
N5 (Construction Battalion Center) following only: Gulfport, Miss.: Port . 
Hueneme, Calif. ve 
General Accounting Office, Washington 25, D. C. (5 copies) ‘a 
3uSandA Al2 (4 copies) ; R23 (100 copies) ; X (145) (Major Field Purchasing r 
Activities, BuSandA Manual, pars. 61046, 61047, 61048. outside continental is 
U. S. only) ; X (34) (BuSandA Staff Offices) to 
BuSandA 813.3 th 
{Enclosure 1] oa 
PROCEDURAL STEPS FOR CORRECTION OF CONTRACT DELINQUENCY * 
1. Determination of realistic delivery schedules—Knowledge of realistic de- = 
livery schedules and continuing advice with respect to progress being made to 
furnish material under contract may be obtained, among other means, through de 
the use of Monthly Production Progress Reports (DD Form 375), as outlined : 
in BuSandA Manual paragraphs 23101-21 and 27206. CI 
2. Awards to responsible suppliers.—Supplier responsibility with respect to 
performance should be developed to a greater extent through increased use of by 
complete or partial preaward surveys as appropriate, advices from receiving . 
activities, from contractor performance records developed, from data developed 
from the use of Monthly Production Progress Reports (DD Form 375), and as ste 
a result of following the procedures outlined in BuSandA Instruction 4336.1. thi 
In arriving at an affirmative determination of responsibility, particular atten- act 
tion should be paid to suppliers’ current backlog and commitments. The relevant ‘ 
test is the supplier’s present performance ability, for what has happened in the pr 
past is not necessarily controlling of what a supplier may presently undertake. 
Thus a default under a prior similar contract does not of itself justify a deter- ( 
mination of nonresponsibility in the absence of other evidence which would in- rec 
dicate a present inability to perform. However, a supplier’s current delinquency 3 
in contract performance will establish a presumption of present inability to make 
timely delivery or performance of similar supplies or services, and if this pre- ( 
sumption is not rebutted by other evidence, the existence of which the contract- wh 
ing officer is under a duty to ascertain, the contracting officer may properly , 
determine the supplier to be nonresponsible. Moreover, a record of serious ; 
delinquency caused by the supplier’s fault or negligence (including his failure do 
to act promptly with respect to subcontractors’ failures) may afford a basis for ( 
a determination of nonresponsibility on the ground that the supplier is pres- i 
ently lacking in reliability, notwithstanding that he may have open capacity for tot 


performance of the contract in question. However, the foregoing comments Fe 
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should not be interpreted as hard and fast rules: each case must be evaluated 
upon its own merits. The making of affirmative determinations of contractor 
responsibility will impose substantial burdens on contracting personnel in ascer- 
taining the qualifications of proposed contractors and in evaluating the result- 
ant information. Obviously, the adoption of this program will not relieve con- 
tracting personnel from the necessity of demonstrating the correctness of their 
decisions when these are challenged by firms whose bids have been rejected. 

3. Administration of contract delivery dates.—Suggested steps are outlined 
below. Whenever taken, the designated office of the Material Inspection Service, 
USN, and activities designated to receive materials should be kept fully informed 
of steps taken and progress being made. In any event, it is essential that the 
latest delivery status and other information available to the cognizant inspector 
and/or the receiving activity be ascertained prior to communicating with con- 
tractors. 

(a) When a contractor becomes delinquent in delivery, establish contact with 
the contractor (including top management if necessary), determine the cause of 
delinquency, and the steps taken or proposed by the contractor to correct the 
situation. During this contact, a firm but tactful attitude tempered with common 
sense must be maintained. ° 

(b) If the delinquency is not caused by excusable delay, the contract may be 
terminated for default if such action is otherwise appropriate. In any event 
the contractor will be informed that his unexcused delinquency raises substantial 
questions as to his responsibility and that he may not be eligible for the award 
of additional contracts for items similar to those on which he is so delinquent 
until such time as his current delinquency is corrected, 

(c) If it appears that delivery will not be made within a reasonable time after 
the contract delivery date and it is determined not to terminate the contract 
for default, the contracting officer ordinarily will undertake to amend the contract 
to establish a new delivery schedule based upon an equitable adjustment in time 
in consequence of excusable delay, if any, or supported by adequate consideration 
to the Government when there is no excusable delay, as may be appropriate. 
Alternatively, when there is no excusable delay and when the contracting officer 
is of the opinion that delivery of the required supplies by the delinquent contrac- 
tor will likely be made before such supplies could be obtained from other sources, 
the contracting officer may waive the contract delivery schedule and establish a 
new delivery schedule by contract amendment, provided such amendment 
expressly reserves the Government’s rights to such damages as may be provided 
for under the contract or as may directly result from the contractor’s default 
in performance. 

(d) Inform all contracting personnel of those suppliers who are currently 
delinquent. 

(e) Provide for continuing review of suppliers in delinquent status to insure 
timely restoration to full eligibility when delinquency is corrected. 

Mr. Rorack. Why don’t you add to that a loading on the contractor 
by different agencies of the Government ? 

Captain Facan. This quote is out of context. This is a regular 
staff study on the contract delinquency problem. It is written by 
the Bureau of Supplies and Accounts, a Bureau operating many field 
activities, which has in our particular organization, most of the 
problems in advertised procurement. 

Mr. Rosack. Do you think they are correctible ? 

Captain Fagan. Yes; they are certainly correctible, more cor- 
rectible, certainly, in retrospect than in foresight. 

Mr. Rosack. That is the only way you cor rect things; isn’t it? 

Captain Facan. Unfortunately, you can never tell in advance 
which ones are going to blow. 

Mr. Rosack. Correction implies the error has been committed; 
doesn’t it ? 

Captain Fagan. Yes, sir. 

In addition, the Navy policy on delinquent contractors I would like 
to enter into the record. It is much too long to quote here. It is dated 
February 28, 1957. The date would not indicate the newness of the 
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problem. I have been in and out of procurement for about 10 or 12 
years and it has been a perennial problem, there is no question about it. 

Mr. Rogzackx. What inspired this study ? 

Captain Fagan. The problem. You can imagine the administra- 
tive effort needed to completely administer a contract right down to 
the last nub. 

Mr. Houirretp. We will accept those, and they will be printed as 
exhibits. 

(The material referred to is as follows :) 


8-001 Administration of and Termination Action Under Supply Contracts 
Involving Late Delivery 


Source: NCPD 41-57 


8001.1 The Navy’s administration of delinquent contracts must be carefully 
designed to preserve the rights of the Government to terminate for default in 
the event such action is determined to be in the best interest of the Government. 
In a number of cases the Armed Services Board of Contract Appeals has held 
that Government personnel (procurement, contract administration, or techni- 
eal), by encouraging or acquiescing in continued performance by the contractor 
subsequent to the failure to meet contract delivery schedules, have waived at 
least up to that time the right of the Government to terminate for default. 
This continuity of dealing with the contractor may be inferred from silence 
on the part of the Government or by expediting or similar action undertaken 
by the contracting officer, his authorized representative, or any other Govern- 
ment personnel, of such nature as to give the contractor the impression that 
continued performance of the contract is desired by the Government. Unless 
both the contracting officer and contract administration personnel take prompt 
action as outlined below when a contractor passes a delivery date without mak- 
ing delivery, the right of the Government to terminate the contract for default 
muy be jeopardized or lost. 

8-001.2 Accordingly, with respect to all supply contracts (see ASPR 7-102 
and 7-202) exceeding $100,000 (including new procurement by way of contract 
amendment) or supply contracts for lesser amounts when requested in writing 
by a contracting officer, each cognizant field contract administrator or similar 
authorized representative of the contracting officer shall, in accordance with 
the instructions contained in ONM Instruction 4850.82, promptly give the con- 
tractor written notice, with a copy to the contracting officer and to the status 
control activity, of any failure of the contractor to meet contract delivery 
schedules. This directive shall not be applicable to open-end contracts pro- 
viding for delivery as required by delivery order. Supply contracts below 
$100,000 will in the future be brought within the scope of this directive as soon 
as it is feasible to do so. 

8-01.38 The notice to the contractor shall (i) identify the contract, item, 
quantity, and schedule date of the nondelivery involved, (ii) request the con- 
tractor to advise the contracting officer (via the cognizant field contract ad- 
ministrator) within five working days of (A) any excusable delay to be claimed, 
and the nature and extent thereof, and (B) the date anticipated when deliveries 
will be made. 

8001.4 Immediately unon receipt of the contractor’s reply to the field contract 
administrator’s notice of failure to meet delivery requirements, or upon failure of 
the contractor to reply within five working days (see NPD 8—001.3 above), 
the field contract administrator shall report the circumstances to the con- 
tracting officer. In this report the contract number and lot or item affected 
shall be identified, and there shall be included a brief narrative of the factors 
which, in the field contract administrator’s opinion, have caused or contributed 
to the delay in delivery, including any available information as to relevant 
Government action or inaction contributing to the delay. In addition, the 
report shall forward the reply obtained from the contractor (if available at 
the time of submission of the report to the contracting officer), together with 
the field contract administrator’s comment thereon, (i) with respect to excusable 
delay encountered or claimed by the contractor, as described in NPD 8-—001.8 
below, and (ii) as to when, if at all, delivery of the delinquent items may reason- 
ably be anticipated, (iii) whether the particular delinquency is an isolated case 
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or a general condition of the contractor, and (iv) any other information which 
the field contract administrator believes to be pertinent. Two information copies 
shall be forwarded to the status control activity. The status control activity 
shall promptly submit its recommendation to the contracting officer as to whether 
the rescheduling of deliveries would be acceptable. Air mail shall be used where 
practicable. 

8001.5 After issuance of the notice of late delivery, except where the delay 
is clearly attributable to acts of God or of the public enemy, fires, floods, epi- 
demics, quarantine restrictions, strikes, freight embargoes, or unusually severe 
weather, no contact shall be made with the contractor which would indicate the 
Government’s acquiescence in the late delivery or encourage further performance 
until such time as advised of the contracting officer’s decision whether to con- 
tinue or to terminate the contract. However, inspection and acceptance of 
supplies otherwise acceptable, which are tendered by the contractor, may be 
made subsequent to the passage of the contract delivery date unless advised to 
the contrary by the contracting officer. Where the contracting officer determines 
that deliveries shall not be accepted pending final action by him, the contracting 
officer shall promptly notify the field contract administrator to that effect, with 
two information copies to the status control activity. The field contract ad- 
ministrator shall keep the contracting officer advised, with information copies 
to the status control activity, of all deliveries accepted subsequent to the con- 
tract delivery date and also of any additional information having a bearing on 
the action to be taken by the contracting officer, such as any further deliveries 
contemplated by the contractor or any further information bearing on excusable 
delay. 

8001.6 The contracting officer shall make a prompt and thorough review of 
the field contract administrator’s report and of other available information, and 
shall, subject to NPD 8—011.9 below, promptly take one of the following actions 
as most appropriate: (i) terminate the contract for default, (ii) extend the 
contract delivery schedule in writing, (iii) obtain appropriate written agreement 
from the contractor that the Government’s consent to continued performance 
of the contract shall not operate as a waiver of the Government's right to termi- 
nate for any then existing default, (iv) terminate the contract on the basis of 
agreement as to a no-cost settlement, or (v) terminate the contract for the 
convenience of the Government. 

8001.7 When a contractor is actually in default and a determination has been 
made to terminate the contract, it is the policy of the Department of the Navy to 
terminate the contract for default rather than for the convenience of the Gov- 
ernment. However, this policy does not preclude a no-cost settlement in in- 
stances where the items are not to be procured elsewhere, the Government has 
suffered no damages by virtue of the contractor’s default and it is additionally 
determined to be in the best interest of the Government to effect a no-cost 
settlement. 

8-001.8 Care shall be taken to insure that a contract is not terminated for de- 
fault when there are “excusable causes” (i. e. excusable delay) for the late deliv- 
ery. Excusable causes set forth in the Default clause for fixed-price supply 
contracts (ASPR 7-103.11) and in the Excusable Delays clause for cost-reim- 
bursement supply contracts (ASPR 7-203.11) include any cause beyond the 
control and without the fault or negligence of the contractor. These clauses 
list certain specific examples of excusable delay, such as acts of God or of the 
publie enemy, acts of the Government, fires, floods, epidemics, quarantine restric- 
tions, strikes, freight embargoes, unusually severe weather, and certain instances 
of excusable delay on the part of subcontractors. When the contractor has ex- 
cusable delay (to which the passed delivery date is due in whole or in part), 
termination for default may be erroneous; under the ASPR 7-103.11 clause, the 
termination action is then deemed to be for the convenience of the Government and 
the contractor may be entitled to termination costs. 

8-001.9 For the foregoing reasons, the decision as to the type of termination 
action to be taken (i. e., for default, for convenience, or a no-cost settlement) 
shall be made only after a review by cognizant experienced procurement rer- 
sonnel, including counsel assigned to the particular procuring activity or pur- 
chasing office. Under no circumstances should any notice of termination be 
furnished to the contractor until this review has been made. 

8-001.10 Where there is a basis to terminate for default but it is desired to 
permit the contractor to continue performance of the contract, the contracting 
officer shall take such action as will adequately protect the Government's rights, 
where (i) the contract contains special provisions such as incentive, liquidated 
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damages, redetermination or price escalation, or (ii) the contract was awarded 
at a higher price than otherwise available for that procurement, in order to 
obtain earlier delivery. 

8001.11 The contracting officer shall promptly advise the cognizant field 
eontract administrator, the status control activity, and all other cognizant 
activities of the action taken by him, together with such further instructions as 
may be necessary with respect to the contract delinquency involved. 


Captain Facan. In addition, I would like to offer later—I do not 
have a spare copy here—the Nav ry procurement directive on preaward 
surveys, which if followed out in every case, would go far in insuring 
adequate award. 

(The material referred to is as follows :) 


1-306a Pre-Award Surveys P. 182 
Source: NCPD 39-54, as amended 


1-806a.1 Attention is directed to the availability of the services of the Mate- 
rial Inspection Service USN (MIS) for purposes of conducting preaward surveys 
on facilities of prospective suppliers. 

1-306a.2 Pre-award surveys shall be utilized by contracting officers as a guide 
where doubt exists as to the ability of a supplier to produce acceptable material 
on time. Past experience indicates that the judicious use of such surveys is 
effective in reducing potential delinquencies of suppliers, particularly when 
utilized for (i) new contractors, especially small firms, and (ii) recognized or 
repeat contractors who may be deemed questionable due to changes in manage- 
ment policies, plant loading, financial condition, production practices, avail- 
ability of skilled labor, or for other reasons. 

1-806a.3 Where the contracting officer finds it necessary to take action counter 
to that indicated by the inspector’s recommendation, the contracting officer may 
find it advisable to contact the inspector, prior to award, for the purpose of re- 
appraising available data. However, full responsibility for decision on the 
acceptability of a particular supplier rests with the contracting officer and if, 
in his opinion, further communication would serve no useful purpose, the con- 
tracting officer may elect to proceed with the award. When such award is 
counter to the inspector’s recommendation, the contracting officer should gen- 
erally inform the cognizant MIS office of the reasons for such action. 

1-306a.4 'The request by the contracting officer for a preaward survey shall 
include, to the extent appropriate, the following information : 

a. Name and address of supplier ; 

b. Quantity of items to be produced; 

ec. Required delivery schedule, including date of initial delivery ; 

d. Date contract may be placed; 

e. Copy of Invitation for Bid or Request for Proposal ; 

f. Necessary drawings and specifications; and 
g. Other applicable information of benefit to the MIS Inspector. In order 
to expedite immediate action for a preaward survey, items a, b, c, and d may 
be included with the original request to the MIS Inspector, and items e, f, and g 
may be forwarded at a later date. Detailed instructions for conducting pre- 
award surveys are set forth in the MIS Administration Manual (NAVEXOS 
P-120). 

We award some 100,000 formal contracts a year, and to conduct a 
facility survey and a complete Dun & Bradstreet and everything on 
every one of them, would be almost an administrative impossibility. 
We must work on intuition and experience. We only go deeply into 
those ones that are critical procurements. 

Mr. Horirrevp. Couldn’t you require your bidders to qualify them- 
selves by filing with you a statement under oath as to their financial 
resources, their identity, their. background of experience, whether they 
will begin to manufacture these articles with their own facilities or 
subcontract, and to whom they plan to subcontract to? Do you have 
any qu: alification statement which would take off of you most of this 
clerical work, and particularly if it was filed under oath 
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Captain Fagan. Whether or not it could be filed under oath is a 
legal question, Mr. Chairman. I can’t answer that part. But with 
that exception, we can require anything that we feel we need at the 
time to qualify the contractor. 

Mr. Houtrteitp. Well, you can certainly—I don’t see where it is a 
roblem of filing under oath. There are many things that all of us 
ave to file under oath or under penalty of prosecution if we make 

fraudulent statements, such as, for instance, a credit report. If I file 
as a busines and I do this every year in my own private busi- 
nesses—I file certain credit reports, and if those are fraudulent, and 
I obtain merchandise on the basis of those credit reports, I am liable 
for civil prosecution for damages. 

Captain Fagan. May I call on Mr. Markey, Assistant to the Gen- 
eral Counsel, Navy Department ‘ 

Mr. Markey. I would say that there would be no legal problem in 
requiring such a qualifying statement. There might well be an ad- 
ministrative burden in doing that in every single case. 

Mr. Houtrreip. Now, where would there be? When the man files 
a bid on a contract, would it be any administrative burden to have 
attached to that bid of his a sheet of the kind that I am speaking of? 

Mr. Markey. Well, I would think that it might well be desirable 
in cases of new contractors who have not previously dealt with the 
activity, and who have no previous record of experience, but, if it has 
been dealing with the concern over a period of many years, that infor- 
mation should be in the files of the procuring activity. 

Mr. Hoxtrteip. Well, it should be, but the testimony has been that 
many of these companies are on the fringe of stability, and that they 
are constantly changing ownership and certainly their financial status 
is constantly changing. And it seems to me—I would require this as 
a businessman, if I were letting a contract on a competitive bid basis 
for a substantial operation—and many of these are substantial con- 
tracts, they run into several hundred thousand dollars, and some of 
them into millions of dollars—and it would seem to me that a current 
financial status filed under oath or at least subject to the normal busi- 
ness methods of punishment in case of fraudulent financial statements, 
that it would be a safeguard to the services in letting these contracts. 

Mr. Markey. It certainly would be a much easier “method of doing 
it than to have a preaward survey in each one of these hundreds of 
thousands of cases. 

Mr. Houirrevp. I am not talking about sending your man out and 
having him go through each one of these plants. But, if it came down 
to the three low bidders, and if you had attached to those bids the 
financial statement under oath or under penalty of fraudulent prose- 
cution, you would have something basic to go on there, and then if 
there was anything that looked wrong on those statements, why cer- 
tainly you could make a personal inspection of the man’s facilities, 
or write him for additional information. But it seems to me the 
way you operate that you are putting } your contracting officers on the 

asis of doing what the captain says, acting on intuition and experi- 
ence. And this doesn’t seem like a good business practice to me, 
to have to operate on intuition where contracts involving hundreds 
of thousands of dollars of the taxpayers’ money are involved. It 
seems to me that you need to work out a procedure, a more basic pro- 
cedure. It also seems to me that the terms of your contract should 
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mean something. They should be realistic as to delivery schedules, 
once the lag time has elapsed for tooling up. It seems to me they 
should be—not that I want to put you in the position of prosecuting a 
man because he has a labor strike, for instance, which is beyond his 
control, and maybe his plant is out of operation for 30 days. Cer- 
tainly reasonable exceptions of that type which are, you might say, 
not acts for which he is directly responsible, should be taken into con- 
sideration, and no attempt made to punish them, but it would seem 
that if your contracts were more stable, and if you were letting them 
on the basis of knowing that you were letting them to responsible con- 
tractors, that you would eliminate a lot of your trouble to begin with, 
and then you could always exercise your administrative judgment in 
regard to extensions of time to these people who needed it for hap- 
penings for which they were not responsible. 

I am inclined to think that you would get more responsible bidders, 
because the responsible bidders then would know that they would not 
be discriminated against—and I don’t mean this in the sense of any- 
thing fraudulent on the part of the contracting officers—I mean that 
by law if they have to accept the lowest bid from people whose re- 
sponsibility is in doubt, or who have not complied with reasonable 
requirements to establish their responsibility, then the contracting 
officer is in somewhat of a box, and therefore he is inclined to go ahead 
and let contracts which later on get him into trouble. 

Mr. Markey. Well, the contracting officer certainly is not required 
to let any contract to a low bidder whose responsibility is in doubt; 
in fact, it is one of his very, very basic responsibilities to ascertain 
that that individual is a responsible bidder before he allows the award. 

Mr. Houtrtetp. That is true. But the results of your contracts, 
some of them that we have looked through, seem to indicate that either 
his criterion for judging the responsibility is wrong or his judgment 
is wrong in the results that he has obtained. 

Mr. Markey. There is no doubt about it, in the field of adminis- 
tration of delinquent contracts, there have been problems in the past 
that have been recognized at high levels in the Navy Department. 
The former Assistant Secretary of the Navy for Material, Mr. Fogler, 
was very much concerned about this problem. At his behest, the Office 
of Navy Material and the Office of the General Counsel studied this 
problem, and one of these last exhibits which was put in the record, 
which I will identify as NPD8-001—based upon NCPD4157 of Feb- 
ruary 28, 1957—does cover the problem rather extensively. 

I would like to quote just one paragraph from it that might help 
a little to enlighten us on some of these things. 

In paragraph 8-001.6 it is stated : 

The contracting officer shall make a prompt and thorough review of the field 
contract administrator’s report and other available information, and shall, sub- 
ject to NPD8-001.9 below, promptly take one of the following actions as 
most appropriate: (i) Terminate the contract for default, (ii) extend the con- 
tract delivery schedule in writing, (iii) obtain appropriate written agreement 
from the contractor that the Government’s consent to continue performance of 
the contract shall not operate as a waiver of the Government’s right to terminate 
for any then existing default, or (iv) terminate the contract on the basis of agree- 
ment as to no-cost settlement, or (v) terminate the contract for the convenience 
of the Government. 





Mr. Hortrrevp. Well, now, all the testimony that you have given 
there I am in accord with, but it is all postcontract. The part that the 
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Chair was trying to bring out was, how about your criteria of lettin 
these contracts originally, which gets you into this position? 
see you have action that you can take after you get into it, but I am 
talking about forestalling some of these problems so you won’t have to 
take that kind of action. 

Mr. Markey. I think that the prior paper which Captain Fagan sug- 
gested be put into the record, which we might identify at this point as 
BUSANDA Instruction 4336.2 (R2.1 of March 1, 1956), does cover 
the problem of procedural steps for the correction of delinquencies 
and methods of assuring final deliveries under contracts, and it does 
go to treating the problem prospectively. 

Mr. Rosack. March 1, 19564 

Mr. Markey. Yes, sir. I think it would be too long to go into it all, 
but I think it does show that we are trying: to do what is proper 
in this area. 

Mr. Hourrrecp. Mr. Lipscomb ? 

Mr. Lipescoms. I would like to ask Mr. Steelman again, inasmuch 
as he states that delinquencies are the rule, whether he is speaking 
just of Government procurement or of procurement in this entire 
field, both of private industry and Government procurement. 

Mr. Sreetman. I wouldn’t be in a very advantageous position to 
answer that, I wouldn’t have too much information on commercial 
procurement. 

Mr. Lirscoms. Your saying that delinquencies are the rule, you 
say that is in the field of Government procurement ? 

Mr. SrretMan. I want to confine it to that; yes, sir. But I would 
think that they would have less trouble with delinquencies—now, this 
is an opinion—than we have in Government procurement, because in 


commercial industry I believe that they can make their selection of 
their bidders. 


Mr. Lirscoms. Why ? 

Mr. SreetMan. In commercial industry ? 

Mr. Lirscoms. Yes, sir. Why do they have any better selection 
than the Government ? 

Mr. Sreetman. They don’t have any restrictive regulations right 
across the board, sir. What I am trying to say, if you establish 
yourself in commercial industry as a good supplier of a quality item 
at the right places, you almost always get a continuity of con- 
tracts. You can be the best supplier for the Government, but you 
have no assurance that you will ever get another contract, you must 
win it under competitive bidding. And that is the big difference. 


Mr. Lipscoms. I would like to follow one of these through, Mr. 
Chairman. 


Mr. Houtrrrevp. Go right ahead. 

Mr. Liescoms. I would like to take this contract of Southern 
Athletic Co., No. 11630, for softball shirts and pants. I would like 
to know the difference between how the Government handled this 
and how in your estimation, drawing from 40 years of experience, 
a regular, or say a high school district, would procure this item? 
What makes the Government procurement so different ? 

Mr. Sreetman. When you say a high school district, you mean 
buying for the 


Mr. Lrescoms. Or the New York Yankees, for instance. 
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Mr. Sreetman. The person responsible for that procurement, to 
my mind, and to my best opinion and knowledge, does not have to 
advertise it. He goes to people, firms that he knows, that have the 
products that he wants. 

Mr. Lirscoms. But he requests a delivery schedule on it? 

Mr. Sreenman. Yes, sir. And he will usually get it because if 
he doesn’t get it, that firm won’t get the order next year. But the 
prefer them because they have assurance of another order, which is 
something that the Government can’t give anybody under our sys- 
tem. 

Mr. Lirscoms. And is it because you are required to take the low- 
est bidder ? 

Mr. Sreetman. That is fundamentally it. 

Mr. Lirscoms. And also is it because they have to deliver ac- 
cording to schedule? 

Mr. StreetmMan. Unrealistic, sometimes; yes. And another thing, 
I don’t believe that in commercial industry, if I went to buy 35 uni- 
forms for the Yankees, that they would complain about a button 
being slightly offshade, or a piece of thread being not exactly the 
same shade—these Government specifications in our system, you 
must go through them, or otherwise, you are not complying, and it is 
delaying all of it, and it makes it difficult. 

Mr. Lrescoms. In this contract for almost $75,000, that was 
awarded to them because they were the lowest bidder or the next to 
the lowest bidder ? 

Mr. Sreetman. They were the lowest responsible bidder. 

Mr. Lirscoms. Do you have any idea, or does anyone here have 
any idea, what this contract costs the Government ? 

Mr. Sreeitman. I wouldn’t know; no, sir. 

Mr. Lirscoms. There is no costing system now in the Government 
where they set down the administrative costs or conference costs or 
inspection costs, and add it to the price of the contract, is there? 

Mr. Sreetman. No, sir; not tomy knowledge. 

Mr. Lrescoms. Actually, if we went that far, even though you 
took the lowest bid, you might be actually paying many, many times 
more than a private firm would pay. 

Mr. Sreetman. But would that be obvious perspectively? It 
would be obvious afterward, it would be apparent afterward. 

Mr. Lirscoms. Well, you have already stated that delinquencies are 
the rule, so wouldn’t this assumption be obvious as the rule? 

Mr. Sreetman. I would say “Yes.” 

Mr. Lirscoms. So when you don’t rely on the best firms that it is 
possible to get, you are going to add to the cost of the contract? 

Mr. StreLtMan. Your assumption is logical ; yes, sir. 

Mr. Howtrterp. As long as you are faced with the regulation—and 
I recognize that you are faced with it in competitive bidding—it seems 
to me your greatest strength to prevent trouble on these contracts 
would be at the criteria of responsibility, and the basis of background 
of experience. Now, I don’t know what you would run into there. 
But if you had a responsible contractor who was responsible financially 
and made deliveries over a period of time on time, and he was making 
an article, let us say, for $3.40 and you would have some person who 
would come in and bid $3.35 or $3.15 for that same competitive bid 
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and this low bidder could not meet the requirements of a supplier 
which you had set up, then you do have the latitude of judgment in 


procurement to eliminate that person on the ground that they are not 
responsible. 


Mr. StreriMan. Yes, sir. ‘ 

Mr. Houirrevp. Particularly would you have that attitude if you 
had a continuous record of experience of nondependability on the part 
of that individual, and it seems to me—now, would the low competitive 
bid still be such a controlling factor that it would override, as it ap- 

yarently has overridden in these instance, records of nondependa- 
bility 

Mr. SreetMan. Well, sir, when it is going to cost the Government 
more money in the bidding, you must have valid reason for throwing 
out that low bidder. 

Mr. Hotirteip. I am assuming that this would not be a vicious exer- 
cise of judgment, I am assuming that it would be, based on the setting 
up of a fair criteria which the person just simply either did not meet 
in the first instance, or continued to transgress in subsequent instances. 

Mr. SreetmMan. Well, definitely, you would say that there is a past 
performance given consideration in that, it is; yes, sir. 

Now, as an example of this cost to the Government, saving by giving 
it to the low bidder, in the last award to Southern Aviation, there was 
a difference there between him and the next bidder of approximately 
$6,000. 

Now, there was a question there 

Mr. Horitrreip. On what amount contract ¢ 

Mr. Steetman. About $17,000. 

Mr. Houtrrerp. And the next bid was $6,000 above that ? 

Mr. Steetman. Approximately, I will put it in round figures. 

Mr. Hottrrevp. That is certainly a tremendous difference. 

Mr. Sreeirman. That is a consideration. 

Mr. Liescoms. Mr. Chairman, I don’t happen to have the answer, 
but it appears that at times taking the lowest bid is a sham with the 
taxpayers’ money because the Government turns around and does all 
this administrative work—spends all this administrative time and ex- 
pense, and actually this brings the cost of the contract right up, and 
sometimes about what the next bid was. 

Mr. Strerman. I have to agree with that. But then you are con- 
fronted with another situation in this case. You throw out the low 
bidder, close your eyes to that difference and say the best interests 
of the Government are not to give consideration to that, but he is 
probably no better than the one you are throwing out on record. And 
now there is no liquidated damage clause. You will think many 
times before you do it. 

Mr. Hoririecp. Well, I can understand the position that you are in, 
because, I will be very frank, if I had a manufacturer in my district 
who bid $6,000 lower on a $17,000 contract, on a contract which would 
be $23,000 his bid was $17,000, and there was another man who bid 
$23,000, and you throw out the $17,000 bid, and this man came to 
me and said he had been discriminated agamst, I would be forced 
in my position to take it up with you and ask you why. Now, my 
interest in it, I think—I am not speaking for other Members of Con- 
gress—but my interest in it would cease if I was presented with strong 
evidence that the man’s record was bad, or that his finances were weak, 
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that you had continuous trouble with him, and so forth and so on— 
I think I would accept it, but there might be other Congressmen who 
wouldn’t. So lappreciate your problem. And this committee wants 
to be fair about this, we are trying to educate ourselves in this field. 
At the same time, we feel that this is a problem that ought to be 
solved if it can be. 

Mr. Lirscomrn. Mr. Chairman, in the case that you just stated, as a 
small-business man, if you got burnt once, you wouldn’t go back for 
more. But the Government seems to have to go back and continue to 
take a beating on their contracts. 

Mr. Hotrrietp. That is the way it looks. 

Mr. Morean. Mr. Chairman, I have a few questions. 

Mr. Hortrrevp. Proceed. 

Mr. Morean. Major McCarthy, on the Southern Aviation contract, 
which was awarded September 12, 1956, what address did they give for 
their company and for the plant at which the work was to be per- 
formed ? 

Major McCarrny. The name of the manufacturer was Southern 
Aviation Manufacturing Co., the place of manufacture was 111 17th 
Street, Knoxville, Tenn. 

Mr. Moraan. Now, on contract 11630, did they not give the same 
address ? 

Major McCarrny. Yes, sir, they did, that was Southern Athletic 
Co., Inc., 111 17th Street, Knoxville, Tenn. 

Mr. Morean. And they gave the same plant facilities? 

Major McCarrny. Yes, sir. 

Mr. Morean. Now, on the delivery schedule for the Southern Avia- 
tion contract, did it not call for completion on or before November 12, 
1956 ¢ 

Major McCarrnuy. Yes, sir. 

Mr. Morean. By whom was the bid submitted by Southern Aviation 
signed ? 

Major McCarruy. Signed Southern Aviation, H. D. Wynn, presi- 
dent. 

Mr. Moraan. Did the bidder represent whether or not he employed 
less than 500 people, including affiliates ? 

Major McCarruy. Yes, sir, he did. The bidder represents that 
the aggregate number of employees of the bidder and its affiliates is— 
and then the box was marked “Less than 500.” 

Mr. Morean. Did the invitation not contain a stamp which said, 
“specify the exact number” ? 

Major McCartuy. Yes, sir. 

Mr. Morcan. Did not the other bidders on this invitation so com- 
ly ? 
* While they are looking that up, can you tell me what Mr. Wynn 
stated in the section, or what he represented on item 2 under that, 
as to whether or not he was a manufacturer or a dealer ? 

Major McCarrnuy. He stated, or he checked the box, that he was a 
manufacturer of the supplies bid. The other choice was that he was 
either a regular dealer or a manufacturer, and he checked the box 
marked “Manufacturer.” 

Mr. Morean. Did Mr. Wynn or Southern Aviation at any time 
prior to the award represent to you that Southern Aviation was a 
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different company from Southern Athletic, and there was no con- 
nection between the two? 

Major McCarrtuy. There is a letter in here on that. 

Shall I read one of them here, dated November 20,1956? _ 

Mr. Moraan. This is after the award. Was there anything stated 
before the award ? . 

Major McCarruy. On the 13th of August 1956, in a letter signed 
by H. D. Wynn, on the letterhead of Southern Aviation Manufactur- 
ing Co., he states: 


DeaR Mr. STEELMAN: The Southern Aviation Manufacturing Co., Inc., was a 
low bidder on the Marine Corps contract. 


To go on to what you are interested in here: 


The Southern Aviation Manufacturing Co., Inc., is a different corporation 
from the Southern Athletic Co. The Southern Aviation Manufacturing Co., Ine. 
is not delinquent on any Government contract. 

Mr. Morean. Did you interpret that statement to be his answer to 
your special note on the face of the invitation that you would reject 
or reserve the right to reject any bid by a company that was cur- 
rently delinquent on a contract? ' ; 

Major McCarrny. I would imagine that is why he did, yes, sir, I 
can’t find any prior correspondence. 

Mr. Morean. Did that affect your decision to award the contract 
to Southern Aviation ? 

Major McCarruy. No, I don’t believe there was any stock placed 
in that statement. 

Mr. Morean. At the time of the award, did you know there was a 
connection between Southern Aviation and Southern Athletic? 

Major McCarruy. Well, he stated that he had material on hand 
somewhere in one of these letters, he had material on hand to manu- 
facture this item, these garments, from a previous contract. So it was 
quite evident there was a direct connection. 

Mr. Morcan. Now, you mentioned a letter of November 20. What 
was the nature of that letter? Instead of reading the entire letter, 
tell me whether or not it was represented in that letter that Southern 
Aviation was a subsidiary of Southern Athletic. 

Major McCartuy. This letter is signed by R. L. Tipton, dated 
November 20, and it states in one sentence: 

Since the Southern Aviation Manufacturing Co., Inc., is a subsidiary of the 
Southern Athletic Co., Inc., all component parts for making the contract N—-150- 
1984 were on hand and were previously approved for Marine Corps contract 
N-15011630. 

Mr. Morean. I think that is enough of the letter to get what I 

vanted. 

Now, under this contract, was not the final shipment made on ap- 
proximately January 15, 1957? 

Major McCarruy. It was either the 12th or the 15th, that is correct. 

Mr. Morcan. Now, you have stated that you were aware that South- 
ern Aviation and Southern Athletic were one and the same, and that 
the same facilities were to be used on this contract as were used on the 
previous contract for the same item, is that not correct ? 

Major McCarrtny. I realize that today. I am not sure—I was not 
sure at that time just what degree of affiliation associated the two com- 
panies together. Obviously there was a direct connection, though. 











94 MILITARY CLOTHING PROCUREMENT 


Mr. Morcan. Your previous experience in this same or similar item, 
softball or baseball shirts and pants, with this company, had been that 
he was 100 percent delinquent on all contracts previously performed ? 

Major McCarruy. Yes, sir. 

Mr. Morcan. Was your interpretation of the special note clause that 
you attached—was your subsequent interpretation that there might be 
a legal question here, the reason that you disregarded that and awarded 
the contract to Southern Aviation ? 

Mr. McCarrnuy. No, sir. 

I would like to state the reason for that was that the next low bidder 
in this ease was the Wilson Athletic Co., and to have gone to that 
bidder would have cost the Government $6,000. 

Mr. Morean. What did the FCR say, or the report of Wilson on 
their previous performance of Gover nment contracts of that nature? 

Major McCarruy. They, too, have a record of delinquency—if I 
ean find one in here—they in essence had as many delinquencies as 
Southern. 

Mr. Morean. So that was taken into consideration in ruling out 
Wilson along with the fact that they were not the low bidder, is that 
correct! 

Major McCarrnuy. Yes, if I understand your question correctly. 
We gave it to Si yuthern in this case because of the monetar y saving of 
$6,000, and in my opinion, there was nothing to be gained by spending 
$6, oi 0 and going to another contractor w hose record of delinquencies 
were no better than Southern’s, there was nothing to be gained there. 
And we had his assurance from his letters in here that he had the ma- 
terial on hand from previous contracts. We felt that among other 
things he would have the scarlet and the gold trim, which was a difficult 
item to buy in smal] se pa i We felt that he had ever ything there, 
and that finally we would get a good contract out of him. 

Mr. Morean. Before I go any farther, do you have the answer to 
my previous question on whether or not the other bidders complied 
with the request to specify the exact number of personnel # 

Major McCarruy. Yes, sir; we have one here, the Samuel Cohen 
in Philadelphia, specified 83 employees. 

Mr. Moraan. It is not necessary to give the number, just check and 
see if the other bidders did comply. 

Major McCarrny. They did. 

Mr. Moran. Mr. Steelman, as a contracting officer, do you have 
any tools by which you can reject a bidder because of previous per- 
formance where delinquency is a major item? Or if he has a history 
of 100-percent delinquency on previous Marine Corps contracts? 

Mr. SreriumMan. There is a regulation covering that. But I believe 
that it requires establishing certain points, willful, without any fault 
of his own, and such other conditions that are put into it. 

Mr. Morgan. Mr. Steelman, I don’t think you are responding to 
my question. I asked if there is a tool that you, as a contracting offi- 
cer, can use to reject a bid submitted by the low bidder if he has 100- 
percent delinquency record on previous contracts. 

Mr. SreetMAn. Yes; you can declare him a nonresponsible bidder. 

Mr. Morcan. That is all I have, Mr. Chairman. 

Mr. Rozsack. Mr. Chairman, we now go to the Air Force witnesses. 

Mr. Markey. Would it be possible, at this moment to clarify the 
record on this last point a little bit? 
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Mr. Houtrtetp. Go right ahead. 

Mr. Markey. The Armed Services Procurement Regulation which 
is based on the aet by that same name, in ASPR 2-406, says that: 

Award shall be made with reasonable promptness to that responsible bidder 
whose bid, conforming to the invitation for bids, will be most advantageous to 
the Government, price and other factors considered: Provided, That an award 


shall not be made to other than the lowest responsible bidder except in accord- 
ance with procedures prescribed by each respective Department. 


Mr. Rosack. Are you qualifying the testimony of Mr. Steelman that 
he had authority to throw this bid out? 

Mr. Markey. No; if you would rather not have it read, I would be 
happy just to refer to the paragraph. 

Mr. Rorack. I wanted to know whether you were qualifying the 
statement of Mr. Steelman. 

Mr. Markey. I just wanted to amplify it to show the tools he had 
to work with. The regulation in ASPR 2-406.1 says that: 

A responsible bidder is a bidder who satisfies the requirements of ASPR 
1-307— 
I will quote now from ASPR 1-307— it says the following: 


Responsible Prospective Contractor. Prior to the award of any contract for 
supplies or services, the contracting officer shall determine that the prospective 
contractor is responsible. A responsible contractor is one which meets all the 
requirements set forth below: 


(a) Is a manufacturer, construction contractor, or regular dealer, if the con- 
tract or order calls for supplies (see ASPR 1-201.9) ; 

(b) Has adequate financial resources, or ability to secure such resources; 

(c) Has the necessary experience, organization, and technical qualifications, 
and has or can acquire the necessary facilities (including probable subcontractor 
arrangements) to perform the proposed contract; 

(d) Is able to comply with the required delivery or performance schedule 
(taking into consideration all existing business commitments) ; 


(e) Has a satisfactory record of performance, integrity, judgment, and 
skills; and 


(f) Is otherwise qualified and eligible to receive an award under applicable 
laws and regulations. 

Then, without reading it, the following paragraph 1307.1 entitled 

“Preaward Survey” goes into detail as to the circumstances when a 
preaward survey is desirable to help the contracting officer in regard 
to finding out whether the prospective contractor is responsible. 

Mr. Rorack. Is a sufticient element for suspension or debarment a 
history of repeated failures to deliver? 

Mr. Markey. That gets into another area, the question of debar- 
ment, that is a separate question entirely. 

Mr. Rozsack. I believe most of these regulations have been put into 
the record. I think we are wasting the time of the committee in 
reading them. They will be inserted. We are familiar with them. 
And they will be the subject of interpretation and matching against 
the spec ifics as we go along. 

Mr. Markey. I would like to refer to one other paragraph, ASPR 
2406.3, which sets forth other factors to be considered in making 
awards, in addition to the low price. And I think they are set forth 
in full there, and you can read it. 

Mr. Rosack. And in substance that, in your judgment, would pro- 
vide ample authority for the contracting ‘oflicer to make a judgment 
in the case that we have been discussing, “that the low bidder could be 
thrown out? 
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Mr. Markey. I think it is a matter of judgment in every case, based 
upon the facts that apply to that case. 

Mr. Lirscoms. It has been mentioned twice, I believe, that one of 
the main troubles is that the delivery schedules are not realistic. Is 
that correct ? 

Mr. Markey. Yes—are you asking me? 

Mr. Lipscomn. Whoever wants to answer it. 

Captain Facan. I mentioned that, by reading out of the text, from 
the BUSANDA instructions. And that is only one of the problems 
found in our self-searching approach to the subject. 

Mr. Lipscome. And that is on the invitation to bid? 

Captain Facan. This description can fit any procurement. It is a 
fitted tity in any procurement, where it appears. It would appear 
obviously in any invitation to bid or the request for proposal in 
negotiated contracts. 

Mr. Lirescoms. The invitation to bid contains a delivery schedule? 

Captain Facan. Yes, sir. 

Mr. Liescoms. And it is the feeling that those are not realistic? 

Captain Fagan. Let me not say they are always unrealistic. There 
is a possibility that such may be part of the cause of delinquency. It 
is one of the reasons, there are many. 

Mr. Liescoms. What is being done to have a more realistic schedule 
entered upon the bid, the invitation to bid? 

Captain Facan. A complete emphasis on procurement planning 
and requirements planning. 

Mr. Liescoms. What is being done now for some plan to have a 
more realistic delivery schedule entered upon the invitation to bid? 

Captain Fagan. Mr. Markey. 

Mr. Marxey. I can answer that question, I believe. We have had 
a question relating to our policy in the past of having so-called “de- 
sired” delivery dates rather than “required” delivery dates. And 
we have had some recent decisions from the Comptroller General in 
regard to that which indicate that when we asked for a required rather 
than a desired date, it is significant that we do two things—or at least 
desirable that we do two things: 

Namely, one, carry forward a statement in the invitation that the 
bid by a contractor of a different delivery date than that desired, or 
indicated as being desired, shall not be a factor in making the award. 
In other words, he will not suffer pricewise that way. If he bid a 
later date and is still the low man, that is a later date than the desired 
delivery date, we cannot consider the fact that some other bidder has 
a shorter delivery date as an offset to a little higher price. 

Secondly, that we should in all these cases set up a maximum de- 
livery date that would be acceptable, so that the invitation would rule 
out bids that are—ones that we couldn’t use. 

Mr. Hotirtetp. This is what I referred to yesterday at the vague- 
ness and the ambiguity of your contracts. The word “desired,” in 
the place of “required,” for instance, opens the door to all kinds of 
failure to perform, it seems to me. 

Now, there is something that I think you could correct. 
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Mr. Marx«ey. I believe we have the mechanics of this right at this 
moment about to be signed, and if you would like to have the clause 
read, it is not too long, “I would be glad to doit. This will be a clause 
to be used whenever bidders are provided with an approximate time 
when delivery is desired by the Government, having in mind that 
if we fixed a mandatory date it might cost us a great “deal more, and 
we want to get the best deal for the Government, havi ing in mind the 
requirements of the situation, that delivery is not a tremendously i im- 
portant factor to begin with. 

However, once we . firm up a contract we expect a contractor to live 
up to what it is agreed to do. The proposed clause says: 

Delivery. Supplies shall be delivered. (Place of delivery) _.__._._-_._._-_--- days 
after date of contract. The Government desires that delivery be made within 
(number of days) after date of contract. If the bidder is unable to meet the 
desired delivery time, it may, without prejudice to the evaluation of its bid, 
offer to make delivery at another time not later than that herein specified. Bid- 
der shall insert in the blank above a definite number of days after date of con- 
tract when delivery will be made. Any bid offering delivery beyond (number of 
days) after date of contract or offering delivery contingent upon the avail- 
ability of receipt of materials shall be considered nonresponsive to the invita- 
tion and shall be rejected. Unless the bidder specifies otherwise in the space 
provided above, its bid shall be deemed to offer delivery on the last date of the 
Government’s desired delivery stated above. 

Mr. Houtrretp. Under what date is that letter? 

Mr. Markey. This letter is : 
final approval from a legal standpoint—I have been informed that 
actually in one of our bureaus it is already in use—I mean, the one 
which does most of the formal advertising in the Navy is already 
using it. 

We are now considering it for Navy-wide use, and it is that paper 
that I am referring to. 

Mr. Ho .irtexp. “Now, if that was put into effect, wouldn’t you 
change your present method of procurement in the direction at least, 
of a more firm requirement, and therefore something which the oe 
could depend upon, and which the Government could depend u 

Mr. Markey. Well, there is no doubt about it that it would tie 
that effect, and asa matter of fact, it was in the existing contracts that 
are under the previous clause—but the only problem “there was that 
the contractor might have been misled to thi dite that when we said 

“desired delivery date,” ’ we really meant that date, and they would be 
reluctant to bid something a little bit later for fear that they would 
be prejudiced if somebody came in with an earlier delivery date in a 
bid that was only a little bit higher. Do you see what I mean? And 
in that circumstance we have now clarified that situation. But it has 
always been the policy, and it is now stated even more clearly, that 
once a delivery date is bid, that is a firm date, unless we specifically 

say an “estimated” date, or something of that sort. 

Mr. Morean. Were any of these contracts restricted to small busi- 
ness ? 

Mr. Stretman. No, sir. 

Mr. Rosack. We will now hear the Air Force. 
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TESTIMONY OF COL. JAMES J. TREACY, CHIEF, PROCUREMENT 
POLICY DIVISION OF THE DIRECTORATE OF PROCUREMENT AND 
PRODUCTION, HEADQUARTERS, UNITED STATES AIR FORCE; 
ACCOMPANIED BY RALPH P. DUNN, DEPUTY CHIEF; LT. COL. 
REAGAN A. SCURLOCK, HEADQUARTERS, UNITED STATES AIR 
FORCE (LEGISLATIVE LIAISON); AND HENRY J. MILLER, CON- 
TRACTING OFFICER, BRANCH CHIEF, WILKINS AIR FORCE 
DEPOT, SHELBY, OHIO 


Mr. Rogsackx. Will the Air Force witnesses kindly identify them- 
selves for the record ? 

Colonel Treacy. I am Col. James J. Treacy. I am Chief of the 
Policy Division of the Directorate of Procurement and Production, 
Headquarters, United States Air Force. 

Mr. Dunn is my deputy. 

Mr. Dunn. Ralph P. Dunn, deputy to Colonel Treacy. 

Mr. Minter. Henry J. Miller, the contracting officer, Branch Chief 
at Wilkins Air Force Depot, at Shelby, Ohio. 

Colonel Treacy. And may I add for the record that he is the con- 
tracting officer on one of these contracts, and the custodian of the 
files on the other. 

Colonel Scurtock. I am Lt. Col. Reagan Scurlock. At the time 
the contracts in question came up I was Chief, Office of Inspection, 
Directorate of Procurement and Production, Headquarters, AMC. 

Mr. Houtrrevp. I don’t think you gentlemen have been sworn. 

Colonel Treacy. The other gentlemen have been; I have not, 

Mr. Houirieip. Do you solemnly swear that the testimony you are 
about to give will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Colonel Treacy. I do. 

Mr. Rowack. It was testified in previous sessions that the Quarter- 
master Corps had something more than $16 million in contracts dur- 
ing the past 5 years, and that the Marine Corps had something in 
the neighborhood of several hundred thousand dollars. Now, what 
was the aggregate number and amount of the Air Force contracts 
from 1951 to the present ¢ 

Mr, Miniter. 3 million—— 

Mr. Rosack. Of the Wynn companies? 

Mr. Mixer. $3,769,094. 

Mr. Morcan. What was that figure again? 

Mr. Mixer. $3,769,094. 

Mr. Morean. Mr. Chairman, that figure is not in agreement with 
the figure that we have, but we will try to work it out. 

(The following information was supplied :) 

The subcommittee staff has requested that the total dollar volume of Air 
Force contracts with affiliates of Wynn Enterprises, Inc., from 1951 as they 
appear in Mr. Miller’s testimony on page 212 of the transcript be verified. A 
breakdown of the dollar value of these contracts reflecting discounts which were 
taken by finance officers upon completion follows: 
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NOs: CRA icici csp narienewse ila obsess oni gtaiincaian hk te Seid tied wt ndlies it $ 665, 478. 80 
eT RG hckndnteren eoerevisnnieesten tie egimecredinpeieestniaihiedbdge eemnamiaianaiia 1, 411, 039. 58 
Be I oes Gaon at Former cepocncn th inant oapeatoewsedaneatttsenadie encanta ae nclagataestl 659, 516. 55 
FE St peed nga enh ned egress wid kp cree apt eee 52, 460. 23 


2, 788, 495, 16 
ata eee * 980, 601. 04 





No. 7720_-- 





3, 769, 096. 20 





Nias dike heen 
16 percent 10 days. 


All figures are net after discount with the exception of contract 7720 where 
the full face value of the contract is given. It is anticipated that the Air Force 
will take the full 6 percent discount for payment within 10 days upon com- 
pletion of this contract, in which case a 6 percent reduction of the figure given 
will be effected. 

Mr. Ropack. Can you give us the performance record on these 
contracts, taking them seriatim ? 

Mr. Mitxer. The only contract that is in being is 7720. The latest 
information that I have, which is about 10 days old, is that he is on 
schedule. 

Mr. Rosack. That is with Southern Aviation Manufacturing Co.? 

Mr. Mixxer. That is correct. 

Mr. Ropacu. Now, all of the previous contracts, you say, were 
not on schedule? 

Mr. Mutter. I will answer your questions one at a time, sir. 

Mr. Rogpack. Yes, sir. 

Mr. Mitier. On 6840 the record indicates that he was delinquent 
approximately 60 days; on 6562 he was on time; on 6280 he was 30 
days delinquent; on 5261 he was on time. 

Mr. Ropack. Have you assessed the responsibilities for the delin- 
quencies as to whether they are the contractor’s or the Government’s, 
or both / 

Mr. Mitier. I can answer that for you, sir, from the records as 
they are indicated in the files. 

We will have to omit 7720. AsTI say, the information that we have 
now is that he ison time. So we will go to 6840. 

There was a change in specification made and clarified, No. 1, in 
the spec. We had specified a button that was no longer being manu- 
factured, and the result was that we had to give him a different 
type of button. 

We had another change in the spee which required that additional 
information be put on the label, and as a result we had to give him 
time to secure the new label with the additional information woven 
into it. 

And there was a third factor in it which required some clarification 
as to the sewing operations that were needed on the garment. 

On 6562 we again had some modifications in the specifications. 
One was on packaging. Two, we had a button problem, there again 
as to the size and style of button. This was one of those buttons 
that was specified that was no longer being produced, again. 

Three, the slide fastener, the zipper, in the trousers, had to be cor- 
rected. And three, we had to have the clarification of sewing opera- 
tions again. 








100 MILITARY CLOTHING PROCUREMENT 


On 6280, the Air Force imposed a packaging change in specification. 

On 5261 we made several changes there; one, we changed the f. o. b. 
point in two cases. In one case we changed the packaging specifi- 
cation. And in the third, we changed the stock number as applicable 
to the item from an Air Force stock number to a F steal catalog 
stock number. 

Mr. Rorsack. Do these changes explain what the Air Force did—are 
they considered as explanations of the lateness in deliveries? 

Mr. Miuier. They would have a bearing on some of the reasons as 
to why he became delinquent, sir. 

Mr. Rozsackx. Why was it that the Air Force made these procure- 
ments? Does not the Air Force ordinarily procure its clothing 
through the Quartermaster ? 

Mr. Mitter. Sir, this is flight clothing which the Air Force has 
responsibility to procure; this is not personal clothing. 

Mr. Rorack. Do they retain that procurement responsibility as of 
now? 

Mr. Miruer. Yes, sir. 

Mr. Rorack. Now, in the case of the current contract with South- 
ern Aviation—is that Southern Aviation Manfacturing Co. ? 

Mr. Mier. Correct, sir. 

Mr. Rogack. Was a facility survey made? 

Mr. Mirier. Yes, sir. 

Mr. Rorack. Now, did the bidder represent that he was a manu- 
facturer ¢ 

Mr. Mirter. Yes, sir. 

Mr. Rosack. And did he represent that he had facilities? 

Mr. Mituer. Yes, sir. 

Mr. Rosack. And did your survey report indicate that? 

Mr. Miutrr. Correct, sir. 

Mr. Ropack. And did you understand that Southern Aviation 
Manufacturing Co. is a manufacturing corporation ? 

Mr. Mitxer. Yes, sir. 

Mr. Ropack. Is that your understanding ? 

Mr. Mier. Yes, sir. 

Mr. Rogack. Now, with regard to 6840, that was let on June 30, 
the last day of the fiscal year, was it not ? 

Mr. Miuurr. Correct, sir. 

Mr. Rogack. And at the beginning of that month you let 6562 to 
another of these associated companies—excuse me. 

Mr. Morgan? 

Mr. Morean. Did you not say, Mr. Dunn, that the bid submitted 
by Southern Aviation represented that they were a manufacturer ? 

Mr. Dunn. It was Mr. Miller that said that. 

Mr. Moraan. Mr. Miller. 

Mr. Mituer. Yes, sir. 

Mr. Morean. Mr. Chairman, I have here a photostatic copy of the 
bid, the front page of the bid, submitted by Southern Aviation Manu- 
facturing Co., on date of February 22, 1956, signed by Matlock D. 
Hays, as president, in which he states that he is a regular dealer in 
and not a manufacturer of. 

Mr. Rosack. Mr. Miller, you understand the distinction, do you, 
between a regular dealer and a manufacturer ? 

Mr. Mituer. Oh, yes. 
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Mr. Ronacs. And do you understand that there is a legal implica- 
tion as to whether one is one or the other? 

Mr. Miuuer. I stand corrected, sir. 

Mr. Rogzack. Very good. Are you aware that under the law if one 
is a regular dealer he must have storehouse rooms and sell to the 
public ¢ ; 

Mr. Miter. Yes, sir. 

Mr. Ropack. Now, does your survey report of Southern Aviation 
show that Southern Aviation sells to the public? 

Mr. Miter. Well, that survey report wouldn’t indicate that, sir, 
to us. 

Mr. Rozack. So that you would correct your testimony that the 
survey report supported the contentions made by the bidder? 

Mr. Minter. I would have to, sir. 

Mr. Rozack. Now, with regard to the contract that was let—you 
let 1 contract on June 1, that was 6562, and 1 contract June 30, 6840. 
The last one which I mentioned was on the last day of the fiscal year. 
Now, did you make a facility survey for that contract? 

Mr. Miter. No, sir, we waived it. 

Mr. Rosackx. Why did you waive it? 

Mr. Miter. Well, the two previous low bidders were physically 
disqualified under a facilities survey. And as a result of it, it had 
brought us down to the end of the fiscal year, and our experiences 
with this company had been relatively good. So we felt safe in say- 
ing that we could waive the production capabilities, and if we secured 
the financial clearance from headquarters, AMC, to go ahead and 
place a procurement in order to accomplish our mission | of obligating 
the money as related to this item, which was a 1-year fund. 

Mr. Rorack. May I say, in the vernacular, you were trying to spend 
the money before the fiscal year ran out? 

Mr. Mitter. That is quite a broad statement. We tried to get it 
obligated before, but we couldn’t, because of the complications that 
were involved. 

Mr. Rosack. Now, the complications included, at least, that you 

made facility surveys on some other bidders, and in two cases these 
surveys showed that they were not responsible or qualified bidders? 

Mr. Mriurr. And that delayed us from having it accomplished. 

Mr. Rogsack. And so, at the end of the month, the 28th of June, 
perhaps, you were faced with the problem of either losing the money 
or giving the contract to this company on the basis of a waiver of the 
survey report of the plant facilities, is that right? 

Mr. Mitirr. Not in its entirety, sir. I would like to say this: 
No. 1, that the requirement was a very valid and a very — 

Mr. Rorack. I didn’t raise any question about it. 

Mr. Mixxer. So, as a result, to substantiate our requirements, to get 
the materials on proc urement, we took this action. And if you want 
your question to be answered yes or no, I would say “Yes.” 

Mr. Rosacrk. To what? 

Mr. Mitier. That we wanted to get the money obligated by the end 
of the fiscal year. 

Mr. Ropzack. All right. You went to headquarters, Air Materiel] 
Command and got an approval in effect of the waiver ? 

Mr. Miter. That is correct. 
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Mr. Rozacx. When you asked for that approval, did you try to get 
some information from headquarters or elsewhere as to the standing 
of this prospective contractor, that is to say, financial ? 

Mr. Mixer. That is what I secured, the financial clearance. 

Mr. Rozacx. Whom did you get the financial clearance from? 

Mr. Miuier. The office symbol is MCPSF. 

Mr. Rosack. And what does that mean ? 

Mr. Miturr. That is a financial section at headquarters, AMC. 

Mr. Rosack. And what was represented to you as the financial 
standing of the bidder ¢ 

Mr. Mitter. That he had the necessary finances to proceed with the 
operations of such a contract. 

Mr. Rosack. And what did you find out with regard to the facili- 
ties of the bidder? 

Mr. Miter. This is a section that we waived, sir, because of the 
fact that our previous experiences with the company had indicated 
that he could produce. 

Mr. Rosack. What did you find out with respect to the business 
ethics of the bidder? 

Mr. Mirier. Well, at our depot, we had no adverse conditions ex- 
isting with respect to this man’s ethics. 

Mr. Rozack. That is not the question I asked you, sir. I asked you 
what was told to you by the appropriate authority at headquarters 
as to the ra ethies of this prospective contractor. 

Mr. Mitier. May I say again, sir, that ali I secured from head 
quarters, AMC , was a financial clearance, the business ethics as set 
forth in the waiver were determined upon by our base activity. 

Mr. Ropack. We will attempt to help you refresh your memory, 
or else to identify the inaccuracy of that document. 

Mr. Morean. Will you identify the document, Mr. Miller? 

Mr. Mirxer. Yes. This is a paper and report. 

Mr. Ropack. Whom is it from, and to whom is it ? 

Mr. Mitier. This is a report again, sir, that was prepared in our 
office and sent out to the appropriate district under whose surveillance 
this company would be. 

Mr. Bomans xk. Dees it purport to reflect information that you re- 
ceived by phone or mail in the process of getting a waiver on the 
plant hiptae report ? 

Mr. Mitier. You lost me, sir. Come back again. 

Mr. Ropack. Does this document which you distributed purport 
to reflect information which you received from headquarters in the 
process of getting a waiver on a plant survey report ? 

Mr. Minter. This document only reflects, again, sir, the clearance of 
financial stability which we received from headquarters, AMC. The 
answers to questions 1, 3, and 4, were determined at our base, based 
upon.our relationships with this concern. 

Mr. Ropack. You are testifying as to “our base.” What was that 
base ? 

Mr. Mitzer. Wilkins Air Force Depot. 

Mr. Ropacx. That is Shelby Air Force Base? 

Mr. Miter. Yes, sir. 

Mr. Rorack. There you had information, and you distributed that 
information, which stated that the business ethics of the prospective 
contractor were above reproach. 
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Mr. Mitzxer. That is right, as far as our base was concerned. 

Mr. Rosack. Now, before that contract was awarded—what is the 
date of that document ! 

Colonel Treacy. The 28th of June 1955. 

Mr. Rosack. Did you have any information at your base on June 
28, 1955, that the contractor was on the so-called experience list of the 
Air Force? 

Colonel Treacy. May I interject a remark there, sir? 

Mr. Rosgacx. If it is in answer to the question, you may; if it will 
enlighten the committee on the context of the question, you may. 

Colonel Treacy. We have in the Air Force a list known as the 
experience list, and we are most reluctant at this time to discuss that 
list in relation to this case, because it is the management tool that we 
employ and which we guard very carefully, because of the informa- 
tion upon which the decision is based to list a company on this list 
in many instances is based on suspicion. 

Mr. Rosacx. Colonel, I am not going to ask you for the basis upon 
which you placed this company on the experience list. I am not going 
to ask you for any of the reasons or the degree to which there was 
justification. All I am asking you is, at the time this statement was 
circulated that the prospective contractor’s business ethics were above 
reproach, did you, who did the circulating of that memorandum, know 
that the prospective contractor was on the experience list? 

Now, | didn’t ask you, and I am not going to ask you, the justifica- 
tion for that. 

Colonel Treacy. Well, may I say that we are reluctant to say 
whether or not this company was on the experience list at this time, but 
if the committee feels that they want that question answered, we will 
answer it. 

Mrs. Grirrirnus. Let them answer it. 

Mr. Rosack. Can you give us a response to the question 

Mr. Hotirteip. Colonel Treacy, it is not the intention of this com- 
mittee fo go into any further det: ails on this particular question. The 
chairman cannot see any reason why you should not state to the com- 
mittee whether this particular company that has been referred to, 
at the time you circulated that particular document, had or had not 
been placed on the experience list. 

If there is a definite reason, based upon some legal problem which 
you have been advised by counsel not to answer, the subcommittee will 
at this particular meeting respect your decision and comply with your 
decision. 

However, I ask you to answer under the context of my statement. 
Have you been advised by counsel not to answer this question as to 
whether this company had been placed on the AMC experience list 
at that time ¢ 

Colonel Treacy. I have not been personally advised; no, sir. 

May I have a consultation for just a minute ? 

Mr. Hoxtrtetp. Yes, sir. 

(There was a pause in the proceedings. ) 

Mr. Rozack. Are you prepared to Tespond to my original question 
and the chairman ’s question / ? 

Colonel Treacy. This gentleman is not capable of answering that 


question, because he didn’t know at that time. I will answer the 
question. 
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Mrs. Grirrirus. You are going to answer the question, you say ? 

Colonel Treacy. Yes;lam. 

Mrs. Grirrirus. Good. 

Colonel Treacy. At that time this company was on our experience 
list. 

Mr. Houirterp. Thank you. 

Mr. Ropsack. Because of that fact, did you advise, and are you in a 
position to state to the committee, what the advice was with regard 
to the administration of the contract if it were to be awarded ? 

Colonel Treacy. No, sir; I did not advise, and I am not in a position 
to answer that question. 

Mr. Rozwack. Mr. Miller, what advice did you receive by virtue of 
the fact that this company was on the experience list ? 

Mr. Mituer. The records indicate that there was no imposition— 
bear in mind, I am not the contracting officer on this contract, nor did 
I let it—the records indicate that there was no reason for not awarding 
the contract. 

Mr. Rogpack. Colonel Treacy, are you in a position to state that this 
company was placed on the experience list because of questionable 
business ethics { 

Colonel Treacy. I believe that that goes beyond the first question, 
and I am very reluctant to answer that. 

Mr. Howtrrenp. You are excused from answering that question. 

Colonel Treacy. Thank you. sir. 

Mr. Ropackx. Now, at some time after the contract was awarded, 
did the Headquarters, Air Materiel Command, give an admonition 
to the contracting officer or the authorities responsible for administra- 
tion of the contract ? 

Mr. Mirier. I cannot answer that question, sir. I didn’t see any- 
thing in the records here. 

Mr. Ropack. Colonel Scurloc k, can you respond to that question ? 

If it will help you, Colonel Scurlock, I will give you a document to 
help you refresh your memory. Will you state, if you are in a posi- 
tion to do so, what that admonition was? 

Colonel Scurtock. In response to the contracting officer’s inquiry as 
to the reason this firm was on the AMC experience list, I advised him 
why it was on the list, and suggested that proper safeguards be taken 
in administration of said contracts to see that 

Mr. Rosack. Does the contracting officer need an admonition to 
exercise special safeguards? Isn’t it a little more special than that? 

Colonel Scuriock. I don’t so interpret it. 

Mr. Ronack. You mean, it is routine? 

Colonel Scurtock. Yes. 

Mr. Ropack. Have you ever written such a communication—have 
you ever made such an admonition in any other case in the Head- 
quarters, Air Materiel Command ? 

Colonel Scurtock. Yes. In each case, while I was chief of this 
office, upon inquiry as to whether a plant or individual or firm was on 
the experience list, I issued a similar letter to which you have here. 
And I think a search of the records would indicate the language which 
I use here was more or less standard. Thus my answer to your ques- 
tion, whether or not it was routine. 

at. Hotirreip. Under similar circumstances, it would be a matter 
oO —_—_— 
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Colonel Scurtock. Under any circumstances, when he was furnished 
information concerning the experience list. 

Mr. Roszack, Is it the practice to get approval from headquarters 
when any firm is on the experience list ? 

Colonel Scurtock. It is. 

Mr. Rosack. Was it General Thurman who signed this directive, do 
you recall? Did you prepare it for his signature, and your signature? 
“ Golonel Scurtock. I don’t recall General Thurman entering the 
picture whatsoever. ret ’ 

Mr. Rosack. This document shows his signature as approving. 

Colonel Scur.ock. The document you have there ? 

Mr. Rowack. Yes. 

Colonel Scurtock. Let me see it again. 

Mr. Rosack. This is an approval of the contract, isn’t it? Can you 
interpret what the approval is for? 

Colonel Scurtock. Now, you are going beyond the question here, 
and we are talking about the ex ‘perience. This is an administrative 
step which a contracting officer is required to take in each and every 
instance when the name of an individual or firm appears on the experi- 
ence list. 

The Chief of the Office of Inspection reviews the report and says it is 
all right. Subsequent to that, after his approval, it doesn’t enter into 
the picture again, certainly in the approval of the contract. 

Mr. Ropack. Mr. Miller, you were first acquainted with that admo- 
nition after the contract was let ¢ 

Mr. Minter. Well, let me say this. I didn’t consider Colonel Scur- 
lock’s letter an admonition, sir. 

Colonel Scurtock. And may I add, neither do I. 

Mr. Mitzer. It is an instruction, but it is not definitely an admoni- 
tion because, sir, when somebody admonishes me I interpret it as 
getting hell, and that sure isn’t getting hell. 

Mr. Rosack. It isa warning, isn’t it? 

Mr. Mitirr. Yes, sir. 

Mr. Rosack. If you want to quarrel about what admonishment 
means, I haven’t consulted the dictionary recently. 

Colonel Treacy. We don’t want to quarrel about the definitions, 
but I would like to read into the record for clarification the purpose 
of this list. 

, It is very short. May I have the permission of the chair to read it? 
Mr. Houirrmeip. You may read it. 
Colonel ‘Treacy (reading) : 
The AMC experience list is intended solely to alert procurement personnel to 
proceed with caution in dealing with those firms or individuals carried on the list. 
And the reason we do that is because we do not have factual infor- 
mation or proof to take any other drastic action, but we merely wish 
to put it up, as it were, as a flag of warning to be careful. 
Mrs. Grirrtrus. Mr. C hairman, may I ask one question right there? 
Are you warned to be careful because the firm is dishonest, because 
they can’t deliver, a cause they are overpriced, or what? 


Colonel Treacy. I defer to Colonel Scurlock. 
Colonel Scurtock. I have the Air Force procurement picture on 
the experience list. 
; 


92420—_57——_8 
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To clarify this, as Colonel Treacy stated initially, the experience 
list is nothing more than a management tool. A firm or an individual 
can be place fon this list for a number of reasons: For example, delin- 
quency in delivering contracts, the failure to have a proper book- 
keeping system. And here is one, a reasonable presumption of the 
gratuities clause. I call your attention to the words “reasonable pre- 
sumption.” Breach of subordination agreement where the Govern- 
ment is beneficiary. Any number of things which violate the lan- 
guage the chairman has used awhile ago, good business practice, could 
cause a firm or individual to be placed on the list. 

Now, the list is never used, and cannot be used by this regulation to 
prevent or deny business to any firm or individual. That is not the 
ar? ose. 

Mrs. Grirrirus. Because none of these things has been proved ? 
Colonel Scurtock. In many cases. 

And certainly, to be fair to the individual and firm, we restrict the 
circulation of this list to the fewest possible offices. And the office 
itself cannot take action on this. They come into the Office of Inspec- 
tion for clearance, that is what the contracting officer did in this case. 
The Office of Inspection will issue the clearance in practically every 
case. It is merely issuing—all I was doing was writing a letter—and 
I think maybe my choice of language m ight have not been wise— 
to advise them to proceed with care in dealing with this company. 

Mrs. Grirrrrus. Thank you. 

Mr. Hourrrevp. The chair sees nothing wrong in that action, I might 
say. I think you were performing your duty in that respect. 

Mr. Ropack. Mr. Miller, on 5 261 in 1954, how many Wynn com- 
panies bid on that contract that was awarded to one of them? 

Mr. Mitier. There were four, of which Southern Athletic was the 
successful bidder, at the price of $19.30. 

Mr. Ropack. Do you have the bid signatories ? 

Mr. Mitier. On the Florida Athletic Co., W. R. Wynn signed as 
President. 

Mr. Morgan. What was their quoted price? 

Mr. Miter. $21. 

M. D. Hays Manufacturing Co., Centerville, Tenn., Matlock D. Hays 
signed. Their price was $% 21.15. And the Centre Manufactur ing Co., 
at Centerville, Ala., was also signed by Matlock D. Hays as president. 
And their price was $20.24. 

Mr. Houirterp. And what were the prices of the first two contracts, 
please ? 

Mr. Mutter. Southern Athletic was $19.30. They received the con- 
tract, and Florida Athletic was $21. 

Mr. Ropack. Now, at the time these four bids were submitted. were 
you aware that all the companies were associated ? 

Mr. Mier. I can’t answer your questions, sir, because I was not 
the contracting officer at that time. 

Mr. Rogwack. Is there any Air Force witness who can answer that 
question ? 

Colonel Treacy. No, sir; there isn’t. 

Mr. Morgan. Was there a preaward survey made? 

Mr. Miter. No, sir. 

Mr. Ropackx. And did the preaward survey reflect any of the asso- 
ciations of the other bidders? 
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Mr. Mituer. It couldn’t have, sir, because the survey was conducted 
only on Southern Athletic at Knoxville, Tenn. 

Mr. Rosack. Were you ever advised at any time that 12 or more 
companies were associated in this enterprise # 

Mr. Mitier. At a later date; yes, sir. 

Mr. Rozackx. What did you do with that information? Did you 
try to check it out? 

Mr. Miter. Yes, sir. 

Mr. Rosacx. What did you determine on the basis of it? 

Mr. Mitier. On the basis of a rendition given to us by the Small 
Business Administration on the last procurement that we let, declar- 
ing them a small business. 

Mr. Ropack. Will you state that again ? 

Mr. Miuuer. On the basis of the rendition that was given to us by 
the Small Business Administration declaring the Wynn Enterprises 
and its affiliates a small business, we let the contract on the affiliate. 

Mr. Ropack. Which affiliate? Which contract and which affiliate 
are you referring to? 

Mr. Miurr. Well, the last one was 7720, and it is Southern Avi- 
ation. And the letter from Small Business Administration is dated 
April 18, 1956, and it declares Southern Aviation and affiliates as 
smal] business. 

Mr. Ropack. What was the date? 

Mr. Miuuer. April 18, 1956. 

Mrs. Grirrirus. Mr. Chairman, could 1 ask one question right 
here to clarify something? 

Mr. Houirrevp. Yes. 

Mrs. Grirritus. When you say that no one can testify as to whether 
or not these companies were related, do you mean that the Air Force 
never made inquiry into the corporate organization to find this out‘ 

Colonel Treacy. No, ma’am. The intent of my answer was that 
we didn’t have anybody here who could testify to that. 

Mrs. Grirrirnis. Do you have anybody that would know? 

Colonel Treacy. I don’t know. 

Mrs. Grirrirus. Do you make a sufficient inquiry that you would 
be able to tell in some cases? 

Colonel Treacy. I believe that we do. 

Mrs. Grirrirns. For instance, do you make a suflicient inquiry that 
when you make a prime contract, and a prime contractor subcontracts, 
do you know whether the prime contractor owns any part of the 
business to whieh he subcontracts? Do you make that type of in- 
quiry on any procurement, this or any other / 

Colonel Treacy. I would like to consult with Mr. Dunn on that. 

[ think my answer is no, but I am not sure in all cases, because 
when we make a prime contract we are buying management, too, 
and we look into the amount of the subcontracting. But I think we 
rely on the prime contractor to look into those facets. 

Mr. Donn. I agree with that. 

Mrs. Geirrirus. You don’t check the price for the subcontractor, 
do you? 

Colonel Treacy. In some instances, ma’am, the prices are—when 
the administrative contracting officer approves the subcontracting 
as the source, those prices are submitted to him by the prime con- 
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tractor, and he has that information available to him in some in- 
stances. 

Mrs. Grirrrrus. Now, does he approve it as the source for secu- 
rity reasons, for quality reasons, or for price reasons; or for all three 
reasons ¢ 

Colonel Treacy. Well, based on the information that is furnished 
to him by the contractor again—now, I am talking about subcontracts 
between the prime, between the prime contractor and his subs—he 
makes these determinations based upon information furnished to 
him by the prime contractor. 

Mr. Grirrirus. But it is never for price, is it? 

Colonel Treacy. I beg your pardon? 

Mrs. Grirrirus. It is never for price? 

Colonel Treacy. Yes, ma’am, he looks up the price. 

Mrs. GrirFitus. He doesn’t disqualify them for price? 

Colonel Treacy. He may very well disqualify them for price, he 
may disqualify them for source, because he has those phases available 
to him. 

Mrs. Grirrirus. But he doesn’t look into it far enough to know 
whether the prime contractor owns the subcontractor, or a very large 
part of it? 

Colonel Treacy. If he had information available to him that would 
alert him, he would. I am sure he would. 

Mrs. Grirrirus. But he wouldn’t look for it? 

Colonel Treacy. I don’t think—if you mean he would go out of his 
way to look at it, if the evidence in front of him was such that. it 
would not alert him to such a situation, I do not believe that he 
would. 

Mrs. GrirFirus. Thank you. 

Mr. Morean. Mr. Miller, did you state that you received approval 
from Small Business or a ruling from Small Business, that this com- 
pany and its affiliates were classified as small business? 

Mr. Mitier. April 16 was the date of the letter. 

Mr. Morean. Did you receive information subsequent to that date 
that there were some 12 or 13 companies allegedly affiliated, and did 
you take any action on that matter ? 

Mr. Miter. I received a letter dated December 13, 1956, from the 
Small Business—— 

Mr. Morean. I am not talking about that far advanced in time 
subsequent to April 18 or 16. I am talking about the same month; 
did you not receive a letter April 23 which pointed out to you a list 
of companies totaling 13 that were allegedly affiliated, and my ques- 
tion is, what did you do in response to that letter, did you take any 
action to verify the allegation ? 

Mr. Miter. Let me answer your question this way, sir. And again 
I want to point out that I was not the contracting officer—excuse 
me. There was a determination made by Small Business that they 
were large, and then they reversed themselves, and that is where this 
letter of April 16 comes in being, sir. 

Mr. Morcan. They reversed themselves on April 16. In their 
opinion to you, did they indicate the companies that they considered 
affiliates ? 

Mr. Mrixer. Oh, yes. 
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Mr. Morcan. Can you produce a copy of that letter from Small 
Business ? 

(There was a slight pause in the proceedings.) 

Mr. Morcan. Mr. yhairman, this is an important point, because 
this contract was a joint determination, and it was restricted to small 
business. 

Is that not correct, Mr. Miller? 

Mr. Mitier. Yes. 


Mr. Morean. And is it not a fact that all of the other four contracts 
were also restricted to small business ? 

Mr. Mituer. That is correct. 

I will have to answer your question by saying, I don’t have a copy 
of the letter from Small Business stating the affiliates. Our request 
to them, which was an internal piece of paper in our consideration, set 
forth the names of these companies. 

Mr. Rosack. Do you have that? 

Mr. Mixer. I don’t have it with me; no, sir. 

(The following information was supplied :) 


SMALL BUSINESS ADMINISTRATION, 
Washington 25, D. C. April 18, 1956. 
Reference: Invitation IFB 33 (602)-56-59 
HEADQUARTERS, SHELBY Arm Force Deport, 
Procurement Directorate, 
Wilkins Air Force Station, Shelby, Ohio. 
(Attention of buyer: C. E. Larson, MHPCC.) 


Dear Sie: It has been determined that Southern Athletic Co., Inc., and its 
affiliates employed fewer than 500 persons at the time they submitted a bid dated 
March 16, 1956, on invitation IFB 33 (602)-56-59. 

Affidavits are on file with this Administration certifying that total employ- 
ment of Southern Athletic Co. and its affiliates employed fewer than 500 which 
served as a basis for this decision. 

Yours very truly, 
T. G. WAALE, 
Director, Office of Procurement and Technical Assistanee. 


{Air mail, special delivery] 


SMALL Bustness ADMINISTRATION, 
Washington 25, D. C., April 28, 1956. 
Reference: (a) Invitation IFB 33 (602)-—56—95. 
(b) My letter of April 18, 1956 
HEADQUARTERS, SHELBY AIR Force Deport, 
Procurement Directorate, Wilkins Air Force Station, Shelby, Ohio. 
(Attention of buyer: C. E. Larson, MHPCC.) 

Dear Srr: Please refer to my letter of April 18, 1956, stating that it has been 
determined that Southern Athletic Co., Inc., and its affiliates employed fewer than 
500 persons at the time they bid on March 16, 1956, on invitation IFB 33 
(602 )-56-95. 

The letter should have referred to Southern Aviation Manufacturing Co., Inc., 
as the bidder and should have cited invitation IFB—95. 

Very truly yours, 
T. G. WAALE, 
Director, Office of Procurement and Technical Assistance. 


Mr. Morean. Is it not a fact that a letter was received from the 
Smal] Business Administration under date of April 18, addressed to 
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Headquarters, Shelby Air Force Depot, Procurement Director, to the 
buyer, Mr. C. E. Larson, which stated: 

It has been determined that the Southern Athletic Co., Inc., and its affiliates, 
employed fewer than 500 persons at the time they submitted a bid dated March 16, 
1956, on invitation IFB-33602-56-59. 

And, now, is this the letter that you used to make that determination 
that they were small business? 

Mr. Miturr. Yes, sir. 

Mr. Morean. Does this letter indicate to you the total number of 
companies that were involved, or does it identify the companies that 
were subsequently brought to your attention ? 

Mr. Mrturr. No, it does not identify the companies, sir. 

Mr. Morcan. You have no way of knowing whether or not the 
Small Business Administration knew that there were possibly 15 
companies affiliated ? 

Mr. Miuurr. Yes, because we gave them a list as I said before, in 
interoffice memorandum to them, stating that we wanted the deter- 
mination whether or not this concern was large and we set forth these 
firms, 

Mr. Morean. What was the date that you gave that list? 

Mr. Miter. It was approximately the 10th of April, sir. 

Mr. Morcan. That is before you received the letter dated April 25, 
listing 13 companies that were allegedly affiliated, is it not? And did 
your list include the following companies: Southern Aviation Manu- 
facturing Co.: Southern Sportswear Co.; Southern Athletic Co.: 
Southeastern Motor Truck Lines; Wynn Co., Inc.; H. T. Manufac- 
turing Corp.; Centre Manufacturing Co.; Emporium Corp.; Florida 
Athletic Co.; Majorette Sportswear; Salvage Company of Tennessee ; 
T. W. Manufacturing Co.; and Wynn Enterprises, Inc. ? 

Mr. Mitter. Our letter included all of them but the one which is 
the Salvage Company of Tennessee. 

Mr. Rosack. It included all but one? 

Mr. Mitter. Yes. 

Mr. Rogack. Do you have the list of companies that you conveyed 
to them ? 

Mr. Miter. Yes; I can give you that list, based upon reading it 
from a subsequent letter. 

Mr. Rosack. You are making an inference, are you not, that you 
submitted a list of that sort? Do you have a file that showed all 
these companies listed as affiliated or connected in one way or another? 

Mr. Miter. Yes; I was just about to answer your question by tell- 
ing you that at a subsequent date we again asked for a determination, 
and we listed again the companies. I will read you the names of the 
concerns 

Mr. Rorack. Just a moment. When did it come to your attention 
that Southeastern Truck Lines was a part of this empire? 

Mr. Miter. Well, I can’t answer that question, sir. 

Mr. Rozack. You said that you submitted the same names to the 
Small Business Administration as were reflected on the list which 
Mr. Morgan read and which was in the form of a letter which an 
interested informant sent to you. 

Mr. Mixer. It included all but one. 





in 
la 


ve 


le 
th 





d 


he 


An 


MILITARY CLOTHING PROCUREMENT 111 


Mr. Rosack. You had that knowledge before that letter was re- 
ceived. Now, how did it come to your attention that Southeastern 
Truck Lines was a part of that? 

Mr. Mitirr. Well, we got this information from his good com- 
petitors, shall I say, very freely, and without request. 

Mr. Rosack. Did you get that information before the date of the 
letter which Mr. Morgan read, citing those names 

Mr. Miter. I would say yes. 

Mr. Rozack. You are speculating now ? 

Mr. Miuurr. Well, I have got to say, yes; and make it a positive 
statement, because we wouldn’t have asked for the information as 
related to the concern. 

Mr. Rosack. Why wouldn’t you if that was a small business deter- 
mination, you have got to get a clearance from the Small Business 
Administration ; do you not ¢ 

Mr. Miter. I still have the right, sir, as a contracting officer, 
when I have any doubt in my mind with respect to whether it is a 
small business or not, to make the request and secure that determina- 
tion from the Smal] Business Administration. 

Mr. Ropack. You said they had once been ruled as big business, 
and then under your request, they had been ruled as small business; 
is that what you said ? 

Mr. Mitter. No, sir; I said that I had requested a determin: ation— 
Small Business had made the statement that they were large, and 
then reversed themselves. 

Mr. Rogsack. I see. Do you know whether they reversed them- 
selves again ? 

Mr. Mirier. Yes, sir. On December 13, 1956, we were advised 
that they—I will read it— 

Present records indicate that the following companies are affiliates in 8. R. 
and, as such, are big business: 

Southern Athletic: Southern Sportswear; Majorette Sportswear; Florida 
Athletic: T. W. Manufacturing: Southern Aviation; Wynn Enterprises; Em- 
porium Corp.; Wynn Enterprises, Inc.; Centre Manufacturing ; Hall Tate Manu- 
facturing ; and Southeastern Truck Lines, Inc. 

Mr. Rosack. If you had the problem now of getting 3 or 4 bids 
from the Wynn companies, what would your procedure be in regard 
to a small-business determination ? 

Mr. Mitter. No. 1, let me answer your question this way. If there 
was such a thing as an award going out which was for small business, 
Wynn Enterprises would be exe luded from our mechanical source list 
and, as a result, they wouldn’t get a bid. However, that does not pre- 
clude them from securing one from one of the air procurement dis- 
tricts or one of the local offices, or whatever the case may be. If they 
submitted a bid as such, we could disqualify them on the basis that 
they were large business, unless there was such an extreme difference 
in price that it would be to the interest of the Government to bring 
large business into the picture, in which case we would have to read- 
vertise it, opening it up to both large and small business. 

Mr. Morean. Mr. Miller, would you provide us with a copy of the 
letter that you sent to Small Business, including a list of companies 
that you have been furnished ? 


Mr. Mriter. You mean for interoflice memorandum, sir? 
Mr. Moraan. Yes, sir. 
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Mr. Mitre. I will dig it out of my files in the desk. 
(The following material was supplied :) 

The subcommittee requested a copy of an interoffice memorandum reflecting 
that Mr. Miller had requested a determination from the Small Business Admin- 
istration of the small-business status of Southern Sportswear Co. and its affili- 
ates. Mr. Miller has searched the files at Shelby Air Force Depot and has been 
unable to find such an interoffice memorandum. He did, however, find a copy 
of a message which resulted from his request for such a determination. A copy 
of the message dated March 28, 1956, addressed to James F. Hollingsworth, 
Small Business Administration, Atlanta, Ga., and signed by R. C. Owens, Small 
Business Administration, Wright-Patterson Air Force Base, Ohio, is enclosed. 


Marcu 28, 1956 
Pustic BurmLpINGs SERVICE TELETYPEWRITER CENTER, WUX, 
Cincinnati, Ohio: 


James F. Hollingsworth, Small Business Administration, Peachtree Seventh 
Building, 50 Seventh Street Northeast, Atlanta, Ga. Shelby AF Depot, Wilkins 
AF Station, Shelby, Ohio, has requested this office certification as to size South- 
ern Sportswear Co., Centerville, Tenn., Southern Athletic Co., Knoxville, Tenn., 
and new company Southern Aviation Mfg. Co., Knoxville, Tenn. All companies 
submitted individual bids on procurement covered by joint determination LAW 
SBA 600, chapter II, section 201.03. Advise by wire total employees as of 
3-9-56, subject companies and all affiliates. Reference for informational pur- 
poses our memo to you 2-11-55 at which time you certified Southern Sportswear 
small business. Additional firm Southern Aviation Manufacturing Co. assumed 
to be affiliated other two companies submitted bid signed by Matlock D. Hays. 
Signed R. C. Owens, Small Business Administration, Wright-Patterson AFB, 
Ohio. 

Mr. Moraan. I believe we have considered invitation for bid No. 92 
that was dated March 27, 1954, with the exception of the signature 
appearing on the Southern Athletic Co. bid. Would you give us 
that information ? 

Mr. Miter. H. D. Wynn, president. 

Mr. Morcan. And at the time they bid, did they indicate that they 
intended to subcontract any portion of the work ? 

Mr. Mitirr. They did not, sir—I beg your pardon—let me answer 
your question. They indicated that they would not subcontract any 
work, sir. 

Mr. Moran. And where did they indicate the work would be per- 
formed ? 

Mr. Miturr. Knoxville, Tenn. 

Mr. Morcan. Did they subsequently request subcontracting a major 
portion of this contract to another of their firms? 

Mr. Mriure. Yes, sir. There are two times. The first time we 
issued a change order changing the f. 0. b. points for 40,000 units, 
and the second time it was for 13,000 units. 

Mr. Morean. Was there any consideration given to the Government 
for accepting this proposal ? 

Mr. Mitirr. Yes, sir. In the first case we got $400 and in the 
second one we got $131. 

Mr. Morean. Out of a total contract price of what ? 

Mr. Mirirr. $1,436,602. 

Mr. Morcan. On the contract awarded June 1, 1955, to Southern 
Sportswear, was more than one bid submitted by Wynn affiliated 
companies ¢ 

Mr. Mitirer. Centre Manufacturing submitted a bid, sir. 

Mr. Morean. And were they the low bidder ? 

Mr. Mitier. That is correct. 
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Mr. Morean. Why was the award not made to them ? 

Mr. Miter. They were disqualified in our preaward survey because 
of finances, the lack of experience and necessary quality control. 

Mr. Morean. And what was their bid ¢ 

Mr. Mirirr. $18.30. 

Mr. Morean. The award was made to Southern Sportswear at a 
price of what ¢ 

Mr. Mixer. $18.96. 

Mr. Morean. And did they perform that contract on time? 

Mr. Mittrr. They completed the contract in April 1956. 

Mr. Morean. Was that on time? 

Mr. Mutter. That was on time, in accordance with the revised de- 
livery schedule which we gave them under a change order issued No- 
vember 8, 1955, sir. 

Mr. Morean. Was that change order requested by the contractor or 
initiated by the Government ? 

Mr. Mitixr. Well, the contractor requested the extension of time, 
but the reason we accepted the change in delivery schedule is because 
we—shall I say, slipped a little bit here, and put in something in effect 
that couldn’t be bought, such as buttons—we specified a certain type 
of button that we wanted the man to have, and we couldn’t get it 
cleared, it was no longer being made, we had a change in packing 
specification 

Mr. Morcan. So, you are saying that the reason for the extension 
was because of faulty specs furnished by the Government ? 

Mr. Miturr. That is correct, sir. 

Mr. Morcan. And by whom was this bid signed, the bid submitted 
by Southern Sportswear ? 

Mr. Mitier. H. D. Wynn. 

Mr. Morcan. And did he indicate whether or not he was small 
business, including all of his affiliates? 

Mr. Miter. In his certification, sir, he says: 





The aggregate number of employees of the bidder and its affiliates is less 
than 500. 

Mr. Morean. And he was a manufacturer ? 

Mr. Miter. Yes, sir. 

Mr. Morean. Is this a corporation or a partnership ? 

Mr. Miuter. He indicates it is a partnership, sir. 

Mr. Morean. Did he list the partners ? 

Mr. Mitter. Well, he didn’t say who the partners are, but there are 
some names typed underneath his name. 

Mr. Morcan. Would you read those into the record ? 

Mr. Miiier. F. M. Wynn, R. R. Wynn, and J. M. Wynn. 

Mr. Morean. On contract 6280, March 18, 1955, that was awarded 
to Southern Sportswear at a unit price of $19.49. Now, was that bid 
also signed by Mr. H. D. Wynn? 

Mr. Miter. Yes, sir. 

Mr. Morcan. Was an FCR conducted on the Southern Sportswear 
prior to the award ? 

Mr. Miuter. Yes, sir. 

aan Monaan. Would you submit a copy of that to the committee, 
please ? 

Mr. Mier. The FCR, sir? 

Mr. Morean. Yes. 
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(The following information was supplied :) 
FEBRUARY 18, 1955. 

To: MOHBPA. 
From: MOHBG-P. 

(Attention: Mr. Hoffman.) 
Subject: Facility survey—Southern Sportswear Co., Centerville, Tenn. 
Case No. MOHB-55-2-62. 
Buyer: H. J. Miller, MHPB. 
IFB No. 33-602-55-88, 
MIPR 8011 QM-8035 QM. 
Type: Straight fixed price. 
Partial payment: None. 
Sole-source: No. 
Subcontracting: None. 
TDV: $53,051. 

Production specialist —Robert C. Gallagher. 

Company officials contacted.—Mr. Wilson, plant manager, Southern Sportswear 
Co., Centerville, Tenn.; Mr. Matlock Hayes, plant manager, Southern Athletic 
Co., Knoxville, Tenn. 

Items to be procured.—Trousers, flying mens, intermediate, type A-11D, 2,722 
pairs. 

Delinquent and delivery status.—Southern Sportswear Co. has acted as sub- 
contractor to Southern Athletic Co., Inc., Knoxville, Tenn., manufacturing flying 
trousers, AF Contract 33(600)-5261. Balance of 96 each flying trousers are 
awaiting completion due to shortage of wool pile. Completion date on this 
contract was January 31, 1955. Responsibility for delinquency rests with prime 
contractor as ordering of materials was handled by Southern Athletic Co., Knox- 
ville, Tenn. Southern Sportswear Co. will complete the 96 pair of flying trousers 
within 3 days after receipt of wool pile. Contractor’s production on above sub- 
ject contract has been very satisfactory as to quality and complying with deliv- 
ery schedule. Present delinquency is beyond Southern Sportswear’s control. 
['roposed delivery requirements are: Start 60 days after receipt of award. 
Complete 150 days after receipt of award. It is the opinion of this office that 
Southern Sportswear can comply with this schedule, provided purchase orders 
are placed by Wynn Enterprise, Inc., New York, N. Y., allowing sufficient lead 
time for receipt of materials. 

Production ability.—Subject firm was established in 1940. Output has been 
10 percent commercial. This company produced 500,000 pairs of Army field 
trousers in 1951; 485,000 pairs of field trousers in 1952; 500,000 pairs in 1953, 
and 200,000 in 1954. Production experience of supervisory personnel is satis- 
factory with ample facilities and adequate labor market available. 

Facilities—Present production equipment is adequate and all other physical 
facilities are considered adequate. 

Personnel.—Current enrollment: 40 factory; 2 office employees; workweek 
consists of 5 days; 8 hours; 1 shift. If proposed procurement is awarded this 
company, an additional 75 personnel will be employed. 

Materials.—Buying office for this firm is Wynn Enterprises Inc., New York, 
N. Y., who will place purchase orders for materials required on proposed award. 
Secondary survey to determine availability of materials will be accomplished 
by New York Air Procurement District Office. 

Subcontracting.—Contractor contemplates subcontracting suspenders, which 
is part of item 1—Trousers, flying which will be approximately 1 percent of 
proposed procurement. 

Commercial production.—Approximately 10 percent of plant capacity is now 
utilized in the manufacture of children’s clothing. 

Summary and recommendations.—At time of visit to this facility to conduct 
survey, information required for survey was secured from Mr. Haves, Southern 
Athletic Co., Knoxville, Tenn., as bid on proposed procurement was prepared 
at that plant. Southern Sportswear Co.’s ownership is Mr. Wynn and family. 
Mr. Wynn is also president and majority stockholder of Southern Athletic Co., 
Knoxville, Tenn. Also stockholder of Wynn Enterprises, Inc., New York, N. Y., 
which is buying office for above-mentioned companies. It is the opinion of this 
office that Southern Sportswear Co. has adequate open-plant capacity and pro- 
duction experience to satisfactorilly perform on proposed award, provided a 
satisfactory report is received from the New York Air Procurement District 
Office in regard to purchase order for materials with sufficient lead time. 


Rospert C. GALLAGHER, 
Production Specialist. 
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Mr. Morcan. On contract 6840, which was awarded June 30, 1955, 
to Southern Athletic Co., was there more than one bid submitted by 
the Wynn companies ? 

Mr. Muuer. Centre Manufacturing submitted a bid at $29.35, sir. 

Mr. Morcan. By whom was that signed ? 

Mr. Mitier. The Centre or the Wynn. 

Mr. Moraan. Centre. 

Mr. Miter. Matlock Hays. 

Mr. Morean. Was the award made to the low bidder in this in- 
stance ? 

Mr. Mitter. No, sir. 

Mr. Morcan. What was the low bid submitted ? 

Mr. Mitter. $27. 

Mr. Morcan. And what was the reason for rejection of that bid? 

Mr. Mitter. Inadequate finances to handle the contract. 

Mr. Morcan. Would you give the complete reason. 

May I read it into the record, Mr. Chairman ? 

Mr. Houtrtevp. Proceed. 

Mr. Morcan. Addendum No. 1 to the abstract of bid, covering in- 
vitation for bid 170 reads as follows: 

Rejected bid, low bid on item 1 submitted by bidder No. 5, Skyway Clothing 
Corp., rejected, due to the fact that bidder is unable to furnish satisfactory evi- 
dence that he possesses the requisite experience, facilities, technical organization, 
and financial responsibility to perform his contract satisfactorily and in accord- 
ance with the terms thereof. 


So there were other reasons besides financial responsibility, Mr. 
Miller: 

Mr. Mitier. That I would not be surprised at. 

Mr. Morean. On contract No. 7720, awarded May 16, 1956, to 
Southern Aviation Manufacturing Co., is it not a fact that bids were 
also submitted by Southern Sportswear, Centerville, Tenn., and 
Southern Athletic Co., Knoxville, Tenn. ? 

Mr. Mitter. Did you say Southern Aviation, Southern Athletic, 
and Southern Sportswear ? 

Mr. Morean. Right. 

Mr. Mituer. I agree. 

Mr. Morean. Before I go on further, if we can go back to the pre- 
vious one that we discussed, is it not a fact that the FCR was waived 
on Southern Athletic Co. ? 

Mr. Miturr. 6840? Yes, sir; I think that has already been estab- 
lished in the record. 

Mr. Morgan. And that FCR on the low bidder was negative? 

Mr. Miter. That is right. 

Mr. Mocran. What was the reason for waiving the FCR on South- 
ern Athletic? 

Mr. Mirier. I think we just tried—I think we answered that ques- 
tion of Mr. Roback. 

Mr. Morean. That was the end of the year. Okay. 

Now, on the bid submitted by Southern Aviation Manufacturing 
Co. on invitation 95, is it not a fact that that bid was signed by Mat- 
lock Hays, as president ? 

Mr. Mitter. I believe that is correct, sir. But I would like to verify 
it for the record, if I may—that is correct. 
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Mr. Morcan. And on the bid submitted, the name of Southern 
Sportswear, was that not signed by Mr. H. D. Wynn as partner? — 

Mr. Mriuer. Southern Sportswear, H. D. Wynn, partner; yes, sir. 

Mr. Morcan. And the bid submitted in the name of Southern Ath- 
letic was signed by whom? 

Mr. Mitier. H. D. Wynn. 

Mr. Morcan. Now, in the case of each of these companies, where 
did they specify the work would be performed if they were awarded 
the contract ? 

Mr. Mixer. Southern Aviation is Knoxville, Tenn.; Southern 
Sportswear, Centerville or Knoxville, Tenn.; Southern Athletic, 
Knoxville or Centerville, Tenn. 

Mr. Morean. Was an FCR made on this award ? 

Mr. Mriter. Yes, sir. 

Mr. Morean. Did the FCR show that the work would be performed 
in one installation, or in more than one of these companies, that 
they had intended to use the same facilities to perform when two 
or more companies bid ? 

Mr. Miutrr. The FCR was only conducted on Southern Aviation, 
and on the basis of what they quoted in their bid, is all that the 
FCR, in fact, the FCR wouldn’t relate any information as to what 
the f. o. b. point would be, or where the manufacturing would be. 

Mr. Morcan. What address did they give as the plant location for 
Southern Aviation? Or did they give their address as 111 17th 
Street, Knoxville, Tenn., on their bid, and did not Southern Athletic 
give as their address 111 Fort Saunders Avenue, Knoxville? 

Mr. Miter. Southern Aviation is 111 17th Street, Knoxville, Tenn., 
and Southern Athletic, did you say ? 

Mr. Morgan. Right. 

i Mr. Mriter. They gave it as 111 Fort Saunders Avenue, Knoxville, 
enn. 

Mr. Morean. And did not your file reflect that these facilities are 
one and the same, and that they intended to use this facility for both 
contracts if there was a split award, or regardless of which one got 
the contract? 

Mr. Mitier. You are losing me, sir. 

Mr. Ropsack. Let me rephrase the question. 

Do you have any evidence that any of these bids by one company 
were to be produced with the identical producing facilities? 

Mr. Mixer. The only evidence that we would have would be a 
conclusion drawn from the facts that they have specified f. o. b. 
points between, a common f. o. b. point between Southern Sportswear 
and Southern Athletic. 

Mr. Rosack. Have you ever sought any advice from Air Materiel 
Command as to whether you could consider multiple bids where the 
same producing facilities were involved ? 

Mr. Miter. Well, I think I can answer your question without 

Set I asked you a simple question as to whether you ever 
soug 

Mr. Mitzer. I will answer your question this way, if you will notice 
on the back, the terms and the conditions on the contract in the IFB 
forms it says, we can make multiple awards, as the case may be. 

Mr. Rosack. You can make multiple awards, you can make various 
awards, you can split up the procurement, is that what you mean? 
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Mr. Mixer. That is right. 

Mr. Rosack. That isn £ what I asked you. I asked you if you ever 
sought any advice from Air Materiel Command Headquarters as to 
whether bids submitted from different companies who use the same 
producing companies for whoever got the bid, whether that was 
appropriate ? 

Mr. Mituer. No. 

Mr. Rosack. Is it your judgment that it is? 

Mr. Mitier. I would have to answer your question that I think the 
circumstances would dictate as to what I would do when that was 
pointed out to me. 

Mr. Rosack. All right. Suppose the identical producing facilities 
were involved in the case of any of these multiple bids, would you con- 
sider that as inappropriate, and as ruling out one or all of the bidders? 

Mr. Miter. It could be. 

Mr. Ronackx. You have never given any consideration to that? 

Mr. Miter. Never been confronted with the problem. 

Mr. Rosack. That is to say, you weren’t aware that the identical 
producing facilities might have been utilized, and, in fact, some of 
these documents permit: the obvious inference. 

Mr. Mitier. But they were not in line with the award, so I dis- 
regarded that implication, sir. 

Mr. Ropack. Well, the mere fact that one of the companies got the 
award means that you considered all the bids? 

Mr. Miter. The low bidder got the award; yes, sir. 

Mr. Ropackx. Even though he submitted under the name of another 
corporation a bid to utilize the same facilities and under a different 
price? 

Mr. Miter. He indicated to us that his facilities were going to 
be at Knoxville, if he was going to change that point it would be the 
responsibility of us to concur in making : any such change. 

Mr. Ronack. In view of the question that has been raised on this 
point, do you think it would be appropriate for you to consult with 
your superiors 7 that point and seek advice? 

Mr. Miter. I do. 

Mr. Ropack. And do you think it would be appropriate for your 
superior to seek advice from the General Accounting Office on that? 

Mr. Miter. They undoubtedly would, sir. 

Mr. Ropack. Very well. 

Mr. Ho.trretp. The Marine witnesses have been excused, and the 
Air Force witnesses will be excused. 

We desire to have the Quartermaster back next week on a date to 
be arranged with the staff, probably Wednesday. On Monday we are 
scheduling, a hearing in which Mr. Wynn, Mr. Ross, and Mrs. Ross, 

have been invited to be witnesses. The room for this heari ing will be 
announced later. 

Thank you, gentlemen, for your testimony and for your responsive- 
ness to our questions. 

The committee is adjourned. 

(Whereupon, at 12:20 p. m, the subcommittee adjourned subject to 
the call of the Chair.) 
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(Wynn Enterprises) 


MONDAY, APRIL 8, 1957 


House or REPRESENTATIVES, 
SuBCOMMITTEE ON Minirary Operations 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:05 a. m., in room 
1302, New House Office Building, Hon. Chet Holifield (chairman of 
the subcommittee) presiding. 

Members present: Chet Holifield, Dante B. Fascell, Martha W. 
Griffiths, Glenard P. Lipscomb, and William E. Minshall. 

Also present: Herbert Roback, staff director; James F. Eckhart, 
counsel; Earl J. Morgan, chief investigator ; Robert McElroy, investi- 
gator; Carey Brewer, senior defense specialist; and Frank Pelland, 
General Accounting Office. 

Mr. Ho.utrietp. The subcommittee will be in order. 

Today the subcommittee resumes its hearing on military clothing 
procurement. Testimony was taken last week from the Army, Navy, 
and Air Force, and further testimony will be taken from the Quarter- 
master Corps later this week. 

Since the procurement under investigation involves a number of 
companies with which Mr. Herman D. Wynn and Mrs. Robert Tripp 
Ross, the sister of Mr. Wynn, are connected, we have asked Mr. Wynn 
and Mrs. Ross to appear before the subcommittee. We have also asked 
Mr. Robert Tripp Ross to appear, since his name has been linked with 
these companies. 

In view of a great deal of publicity attendant upon Mr. Ross’ con- 
nection with the Wynn companies, the subcommittee believes that in 
fairness to Mr. Ross and the other persons named above, they should 
be permitted to make any statement they care to make or clear up any 
misunderstanding in the record. 

We will proceed to hear Mr. Ross first, and then Mrs. Ross, followed 
by Mr. Wynn. The subcommittee and the staff will direct questions 
to each person as he or she appears on the stand, and after any re- 
marks he or she may care to make. 

At this time we will invite Mr. H. D. Wynn, Mrs. Robert Tripp 
Ross, and Mr. Robert Tripp Ross to come forward to the witness stand. 

Mr. Amprosz. Mr. Chairman, may I interject a question ? 

Mr. Hotirtetp. Please identify yourself. 

Mr. Amprose. My name is Leonard Ambrose, attorney for Mr. 
Wynn and some of his corporations. I have been present at the 
previous hearings in this matter, and have talked to my client about 
it. He has some important engagements that he ought to meet and 
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Mr. Ross and Mrs. Ross being willing, we would ask that he be called 
first. 

Furthermore, I have studied the matter, and am of the opinion that 
the full record in this matter indicates that he is a good contractor, 
that he doesn’t need to make a long-winded statement in self- defense, 
and I am willing to place him before this committee for examination 
by the staff and the committee, as you will. 

We would appreciate your gr anting this request. 

Mr. Hoxirrerp. The chairman has conferred with the members of 
the subcommittee, and the chair is inclined to grant the request with 
a certain understanding. Probably the principal number of questions 
will be directed to Mr. Wynn. However, other questions directed to 
Mrs. Ross and Mr. Ross, I think, will be of interest to him. It was the 
understanding of the chair that Mr. Wynn wished to be heard and not 
be present at the rest of the he: arings, and the chair is inclined to grant 
the request, with this understanding, that the subcommittee may re- 
serve the right to recall him after the testimony of the other two 
witnesses. 

Mr. Amerosr. I am willing to concede, Mr. Chairman, that you 
always have that right. 

Mr. Hoxirtetp. It is also possible that we will be unable to finish 
with Mr. Wynn today. 

Mr. Amerosr. There is always that possibility. 

Mr. Hotrrerp. Unless we have an afternoon hearing. 

Mr. Amprose. All that we can do is to ask your cooperation and aid 
in getting through with him as quickly as possible. 

Mr. Horirrecp. With the consent of the members of the subcom- 
mittee, the chair will grant Mr. Ambrose’s request. 

At this time we will ask Mr. Herman D. Wynn to come forward to 
the witness chair. 

Will you be sworn, Mr. Wynn ? 

Do you solemnly swear that the testimony you are about to give to 
this committee will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Wynn. I do. 


TESTIMONY OF HERMAN D. WYNN, PRESIDENT, SOUTHERN 
ATHLETIC CO., INC.; ACCOMPANIED BY LEONARD AMBROSE, 
ATTORNEY 


Mr. Hourrrevp. The Chair informs the witness that under the rules 
of the House you are entitled to have your attorney present. And if 
there is any other doubt as to the rules of the House, we will be glad to 
supply your attorney or you with a copy of the rules under which 
witnesses are called to testify. 

Mr. Wynn, the subcommittee is interested in the broad field of 
defense procurement. We have heretofore had several investigations 
into Government contracts of different kinds. At this time we are 
studying procurement of items of clothing for the three branches of the 
armed services, 

In going through the contracts we find several corporations which 
ap parently are either owned or controlled by you, and it is the purpose 
of the committee to explore your connection with the following 
companies : 
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Southern Athletic Co., Inc., Knoxville, Tenn.; Salvage Co. of Ten- 
nessee, Knoxville; Majorette Sportswear Co., Knoxville; the Em- 
porium Corp., Knoxville; the Hall-Tate Manufacturing Co., Knox- 
ville; Wynn Enterprises, Inc., New York City; Southern Aviation 
Manufacturing Co., Knoxville; Southern Sportswear Co.; Center- 
ville, Tenn. ; Centre Manufacturing Co., Centre, Ala.; Florida Athletic 
Co., Inc., Gainesville, Fla.; T & W Manufacturing Co., Inc., Eliza- 
bethtown, Ky.; M. D. Hays Manufacturing Co., Inc., Centerville, 
Tenn.; Wynko Manufacturing Co., Inc., White Plains, N. Y., and 
Knoxville; A. & T. Realty Co., Sheffield, Ala.; Southeastern Truck- 
lines, Nashville, Tenn.; ‘Time, Inc., Lubbock, Tex.; Alabama Shirt & 
Trouser Co., Selma, Ala.; Southern Creation Co., Knoxville; Chicle- 
craft Inc., address unknown. 

Do you have a list of those companies before you, Mr. Wynn? You 
might inform the committee at this time whether you are presently 
a stockholder in each of these companies, and indicate the percentage 
of stockholdings which you have. 

Mr. Wynn. Southern Athletic Co., I control; Salvage Co. of Ten- 
nessee, [ control; Majorette Sportswear, I sold my stock interest about 
a year and a half ago; Emporium Corp. is a real-estate company 
that has been in about 25 or 30 years, which owned a couple of 
buildings in Knoxville. 

Mr. Hotirtetp. You control that ? 

Mr. Wynn. I own stock in it; yes, sir. 

Mr. Hottrrecp. What is the degree of your stock interest ? 

Mr. Wynn. It is either a quarter or a half, I am not sure. 

Mr. Houtrretp. You couldn’t say, then, that you control that? 

Mr. Wrwy. I couldn’t say yes or no, frankly, because after all, I 
don’t know how the stock interest is. 

Hall-Tate Manufacturing Co. was a manufacturing company of 
clothing. It sold its machinery and is now in the real-estate business. 

Wynn Enterprises, I own no stock. 

Southern Aviation, I control. 

Southern Sportswear, I control. 

Centre Manufacturing Co., I sold the stock interests. 

Florida Athletic Co., I sold my stock interest over a year ago. 

The T & W Manufacturing Co., a quarter interest, and I sold a 
quarter interest about a year ago. 

M. D. Hays Manufacturing Co., I own nothing. 

Wynko Co., out of business. 

A & T Realty Co. owns an apartment house in Alabama, I do not 
own any stock. 

Southeastern Truncklines, I owned at one time, and this company 
has been merged with another company, Time, Inc., of which I own 
1614 percent of stock. 

Alabama Shirt & Trouser Co., I do not own anything. 

Southern Creation, I do not know what company that is. 

Triplecraft, Inc., I do not know what company that is. 

Mr. Amprose. Chiclecraft is what they meant. 

Mr. Wynn. That is a chewing-gum company that manufactures 
chewing gum. I believe I own 21 percent in it. 

Mr. Fasceti. Mr. Chairman ? 

Mr. Howirretp. Mr. Fascell. 
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Mr. Fascert. Mr. Wynn, when you say you control a company, 
what do you mean ? 

Mr. Wrwn. Oh, I own 50 percent or more. 

Mr. Fascett. You mean you hold the stock of the corporation in 
your own name? 

Mr. Wynn. Or my wife and two children, one or the other. After 
all, you know in a family thing you do control it. 

Mr. Fascexu. That is all. 

Mr. Ho uirtecp. Do you own any other companies which the com- 
mittee does not have a list of ? 

Mr. Wynn. I wouldn’t say—I mean, frankly, a lot of these—South- 
eastern Trucklines is out of my hands, and Alabama Shirt & Trouser 
Co., I haven’t had anything to do with in 10 or 12 years, and I don’t 
know anything about Southern Creation, so I would have to ask my 
attorney if there are any companies he knows about. 

Mr. Ameprose. I can think of no others offhand. There are some 
what we might call defunct corporations that were formed in the 
last 20 years. 

Mr. Hottrtecp. Are you testifying as an officer of the corporation? 

Mr. Amprose. Well, I am an officer of some of these corporations. 

Mr. Hottrte.p. Will you be sworn? 

Do you swear that the testimony you are about to give before the 
committee will be the truth, the whole truth and nothing but the 
truth, so help you God? 

Mr. Amprose. I do, sir. 

Mr. Howtrreivp. Thank you. 

Your answer was that you know of no other company at this time in 
which Mr. Wynn owns stock or controls? 

Mr. Amerose. That is right. I don’t believe there are any others. 

Mr. Wynn. There are only three of these companies engaged in the 
manufacture of Government materials that I can see here, and quite a 
few of them are in wholly unrelated fields, like chewing gum—I think 
it did $45,000 last year. 

Mr. Houirie_p. Three companies engaged in clothing manufacture? 

Mr. Wynn. That I control; yes, sir. 

Mr. Ho.irrerp. And you are speaking now as of the present time? 

Mr. Wyrwnyn. That is right. 

mot Horirmeip. But not necessarily in the time period of 1951 to 
1956? 

Mr. Wynn. No. 

Mr. Horirretp. Because we have a record of contracts then. 

Mr. Wynn. We are speaking of the present; yes. 

Mr. Hortrtecp. What are those three companies that you own at the 
present time? 

Mr. Wynn. Southern Athletic Co., Southern Sportswear, and 
Southern Aviation. 

Mr. Houirie.p. You own or control those companies? 

Mr. Wrwnn. That is right, sir. 

Mr. Ho .trte.tp. Now, in addition to those three companies, what 
companies do your wife and children have stock in? 

Mr. Wywn. Oh, they have stock in Southern Athletic Co., they have 
stock in Majorette Sportswear; Hall-Tate, I believe, I am not sure; 
Wynn Enterprises, a minority interest ; Southern Sportswear ; Florida 
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Athletic ; one-quarter interest in T. & W. Manufacturing Co.; A. & T. 
Realty—I believe that is all that I can recall. 

Mr. Hottrretp. Now, I believe that you said that the T. & W. Manu- 
facturing Co. your family controls a quarter interest in? 

Mr. Wynn. That is right. 

Mr. Howtrtetp. Now, would you take the Majorette Co. and give us 
the percentage of ow ner ship which your wife and children have? 

Mr. Wynn. I don’t know, but it is less than half. 

Mr. Hourrietp. Hall-Tate. 

Mr. Wynn. I couldn’t tell you, sir. 

Mr. Hottrtetp. Will you furnish that for the committee later? 

Mr. Wynn. I would be very happy to. 

Mr. Hotirretp. Wynn Enterprises. 

Mr. Wynn. That will have to be furnished later. 

Mr. Ho.irietp. Southern Sportswear Co, 

Mr. Wynn. That is a partnership. 

Mr. Ho.irretp. Partnership ? 

Mr. Wynn. Yes, sir. And we will be glad to furnish the degree. 

Mr. Hotrrrevp. Florida Athletic. 

Mr. Wynn. Same thing. We will have to give you the degree of 
ownership. I don’t know. 

Mr. Houirretp. And the A. & T. Realty Co. 

Mr. Wynn. Yes, sir—A. & T. Realty Co., they own all the stock in 
the A. & T. Realty Co., it owns just an apartment house in Alabama, 
it has nothing to do w ith Government contracts. 

Mr. Hourrrexp. Now, in which of these companies are immediate 
relatives other than your wife and children 

Mr. Wynn. We will have to give you that information also. 

Mr. Hotirrevp. Mr. Ambrose, will you furnish that to the com- 
mittee ? 

Mr. Amprose. Yes, Mr. Chairman. 

Mr. Houirimip. Now, we would like to have your relationship to 
the following persons: E .W. Miller. 

Mr. Wynn. My father-in-law. 

Mr. Horirretp. W. R. Miller. 

Mr. Wynn. My brother-in-law. 

Mr. Ho.irtetp. Russell Miller. 

Mr. Wynn. My brother-in-law. 

Mr. Houtrievp. John Cattell. 

Mr. Wynn. My brother-in-law. 

Mr. Houirievp. Barbara Cattell. 

Mr. Wynn. Sister. 

Mr. Hourrreip. Frances Wynn. 

Mr. Wynn. Wife. 

Mr. Houirrevp. Jeannette Wynn. 

Mr. Wynn. My daughter. 

Mr. Houirtetp. Richard Wynn. 

Mr. Wynn. Son. 

Mr. Houirretp. W. R. Wynn. 

Mr. Wynn. Brother. 

Mr: Hottrretp. Claire Ross. 

Mr. Wynn. Sister. 

Mr. Houtrtetp. Robert Tripp Ross. 

Mr. Wynn. Brother-in-law. 
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Mr. Hotirietp. Virginia Heinze. 

Mr. Wyrnw. Secretary. 

Mr. Hotirrevp. Mr. and Mrs. J. J. Ring. 

Mr. Wynn. Brother-in-law, J. J. Ring; sister is Mrs. Ring. 

Mr. Houtrrevp. E. E. Rule. 

Mr. Wynn. She is the secretary and stenographer at the Hall-Tate 
Co. 

Mr. Houtrirevp. H. W. Tate. 

Mr. Wynn. He is an associate in the Hall-Tate Co., partner. 

Mr. Ho.irtevp. E. K. Rice. 

Mr. Wrwn. He is the secretary of the Hall-Tate Co. and bookkeeper 
for a while. 

Mr. Houtrrecp. Matlock D. Hays. 

Mr. Wynn. Matlock Hays was for awhile general manager of the 
Southern Athletic Co., and later half-owner in the Centre Manufac- 
turing Co., and now full owner of the Centre Manufacturing Co., and 
a very good friend and associate, former associate. 

Mr. Hortrtery. Now, Mr. W ynn, please supply the committee the 
full board of directors of each one of these companies, 

Mr. Wynn. Mr. Ambrose will have to give that to you. It would 
be impossible, as you know. 

Mr. Hotrrrevp. And this information we would like to cover from 
1951 to 1956. 

Mr. Fascett. Do you mean by that that Mr. Ambrose has all of 
the records of these corporations in his office ? 

Mr. Wynn. Well, some of them. There are some in my office and 
some of them are in the offices in other towns, wherever they are kept. 

Mr. Fasceit. You mean you are delegating him to get the informa- 
tion to supply to the committee, is that it ? 

Mr. Wynn. Only on questions 

Mr. Amerose. I think I can round it up, sir. (See exhibit 6, p. 411.) 

Mr. Hourrretp. How many companies do you receive compensation 
from as an officer or director? 

Mr. Wyrwwy. I receive none as director, and the corporations that 
I get paid for, I work in. 

Mr. Hottrretp. Which are those? 

Mr. Wynn. I would have to give you that too, sir. 

Mr. cine Since 1951 have you rec eived any stock dividends 
from any corporation in which you are or have been a stockholder? 

Mr. Wrwnwn. I do not think so; no, sir. 

Mr. Hotirtetp. How many companies in which you had a substan- 


tial interest were dissolved or liquidated or declared defunct since 
1951? 


Mr. Wynn. I couldn’t tell you, sir. 


Mr. Houtrtetp. You will supply that information ? 
Mr. Amprose. Yes, sir. 


Mr. Houirretp. Have you ever established any corporation solely for 
Government contracting ? 


Mr. Wynn. I might in the beginning, but they were all formed later 
to go into civilian work, ' 

Mr. Hottrieip. For what purpose was the Southern Aviation Manu- 
facturing Co. set up in 1955? 

Mr. W. YNN. Well, that was to bid on suits, these high- flying suits 
that are very difficult to make, and from there we were going to go 
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into the manufacture of items that the Army and Navy Stores buy 
after we finished with the contracts. 

Mr. Hotrrretp. When you receive a contract in the name of a com- 
pany not having the producing facilities, to which company are the 
Government payments made; are they made to the contracting com- 
pany, or are they made to the company having the facilities? 

Mr. Wrnn. No— in the first place, any bids we make, we have fa- 
cilities that can be put on that contract. Several companies have more 
machinery than we need, and we will lease the machinery to that com- 
pany. And of course the company that has the contract would be the 
company that would receive the money, unless it was subcontracted. 
If it was subcontracted, it would go to the company that was putting 
out the money. 

Mr. Houtrretp. Are those facilities held in standby status and leased 
to the various contracting companies ? 

Mr. Wynn. If they need them, yes, sir. Not only that 

Mr. Horirtetp. There are several other companies that do not have 
manufacturing facilities, is that true? 

Mr. Wynn. Until recently—I don’t know of any company—repeat 
that question. 

Mr. Houtrietp. Several other companies, other corporations which 
you are interested in, are corporations without arate Wehigt tiie facili- 
ties, are they not? 

Mr. Wynn. Well, there are only three companies that are manu- 
facturing Government materials, that is Southern Athletic Co., South- 
ern Sportswear and Southern Aviation. Southern Sportswear has 
been in business since 1942 and has always had their facilities. South- 
ern Athletic has been in business since 1938, and has always had their 
facilities. Southern Aviation Co. leased facilities from Southern 
Athletic Co. before they bid on the contract. We had room and the 
machinery. 

Mr. Hoxirieitp. Mr. Roback? 

Mr. Ropack. When you received a contract in the name of Wynn 
Enterprises, Inc., prior to the present contract, did that company ac- 
quire production facilities by lease? 

Mr. Wxnn. Wynn Enterprises had a substantial number of ma- 
chines since in the 1940’s and that machinery was used when it was 
necessary, and whenever they could get a Government contract. If 
they needed any additional machinery, they could either buy or lease. 
I believe on the present contract, they bought machinery and they 
leased machinery and they owned machinery. 

Mr. Rosack. Are you stating that when Wynn Enterprises, Inc., 
received a contract they had machinery to produce under that con- 
tract ? 

Mr. Wynn. Had enough machinery? 

Mr. Ropack. Yes, sir. 

Mr. Wynn. No, they didn’t have enough machinery, but they had 
the ways to get the machinery, they had two ways to get it, they 
could either lease it from my company, or they could lease it from a 
hundred companies in New York City who do nothing but lease 
machinery to other companies: or they could buy it. We had con- 
tacted Singer Sewing Machine, who informed my sister and also me 
at_ the time I was president of the company that they could deliver 
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machinery up to 2 weeks, 300 machines, I believe we have a letter on 
file. 

Mr. Rosack. Is that machinery on lease by Wynn Enterprises 
carried on the books of the company ? 

Mr. Wynn. I don’t think so. I think it has been depreciated over— 
I believe it was bought in 1948 or 1944. 

Mr. Rosackx. What machinery is owned or leased by Salvage Co. 
of Tennessee ? 

Mr. Wynn. Salvage Co. of Tennessee, if they had machinery, then 
it would be leased from Southern Athletic Co., but I believe what 
they did was on a subcontract. 

Mr. Rosackx. What machinery was owned or leased by Southern 
Aviation Co. 

Mr. Wynn. I just gave you that information awhile ago on my first 
statement, on si the Southern Athletic, Southern Sportswear and South- 
ern Aviation. 

Mr. Rosack. When any company received a contract, as for ex- 
ample, Wynn Enterprises, Salvage Co. of Tennessee, or Southern 
Aviation Manufacturing Co., did that company execute a subcontract 
to Southern Athletic or another company ? 

Mr. Wyrwn. I don’t know. Frankly, I suppose it did. You must 
remember, back in the war years, back in the Korean war, we had the 
contract office and the rest of the people standing ourdoors on their 
hands and knees begging us to deliver this merchandise, and we 
worked around the clock to deliver it many times. It wasn’t a case 
of whether or not we could subcontract. We delivered it to the armed 
services ; ve 17 years I have been an Army contractor for the armed 
services. I delivered night and day, and I will put myself as a con- 
tractor up against all the best of the contractors in the country. I 
will show that I saved the Government millions and millions of dol- 
lars, if you care to go into my side of the story. You will also find 
that. we put in many savings for them, we are the people who saved 
them hundreds of thousands of dollars on their wools by efficient 
operation. 

I am ready for more questions. 

Mr. Rosacx. The questions were directed to this. When a company 
which had no producing facilities received a contract, how was that 
contract performed ? Was it by subcontract? Did you assign the 
contract ? 

Mr. Wynn. You are asking me something back in 1951 and 1952. 
{ am, as you know, in quite a few places, it is just like if I asked you 
where you were on April 13, 1952, can you answer me that question? 
Neither can I answer you that question. If you will give me the 
questions that you w ant answered, Mr. Ambrose will be ol: id to get it. 

The Cuamman. The witness will state to the best of his ability a 
response to the questions of the members of the staff, and if the wit- 
ness does not have the information, the witness may tell the com- 
mittee. 

Mr. Wynn. I do not have the information at my disposal. 

Mr. Fascett. Mr. Chairman. 

Mr. Hottrrerp. Yes, Mr. Fascell. 

Mr. Fascetu. I would like to clarify that point. 

Mr. Wynn, do you have the information, or is it just that you 
don’t recall at this time? 
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Mr. Wynn. I don’t recall it. 

Mr. Fasceti. But you do have the information? 

Mr. Amprose. May I make a suggestion, sir? 

I think that the easiest way to get that information would be direct- 
ly from the procurement services. I doubt seriously if we could find 
the contracts over this period of time in our files. 

Mr. Rorack. That isn’t the question, Mr. Ambrose. The question 
was not as to what contracts you received, but once you got the contract, 
and the business under an advertised contract was no longer the concern 
of the Government, what did you do with that ? 

Mr. Amprose. May I ask the witness, did you ever subcontract with- 
out the permission of the Government ? 

Mr. Wynn. No. 

Mr. Amprose. The permission of the Government is a necessity. 

Mr. Rosack. Do you have any document or legal evidence of a 
subcontract ? 

Mr. Wynn. The contractor has to have that. We have got to be 
surveyed by Industrial Mobilization, they won’t O. K. us if we do 
not have facilities. 

Mr. Hotirretp. Well, there is a different principle there. If the 
low bid company in a facility survey does not have or cannot obtain 
facilities, they could not qualify, but if they did not have the facili- 
ties and they might be able to obtain them by lease, they could then 

ualify. 

. Mr Wrin. Mr. Holifield, in 1951, 1952, and 1953, during the peak 
years, I would say that 50 percent of the contracts that were let to 
manufacturers, in 50 percent they had no facilities at all. 

Mr. Ho.irretp. Now, the question, of course, of the director of the 
staff has not been answered. And the question again is, did you 
make a—do you have legal documents to show that the contractin 
company subcontracted to other companies; was it a matter of legal, 
regular procedure, or was it an informal procedure ? 

Mr. Wynn. We would have to have permission to subcontract from 
the Army. 

Mr. Amprose. You did some subcontracting with permission ? 

Mr. Wynn. I don’t remember doing any subcontracting, frankly. 

Mr. Ropacx. Well, you got a contract in the name of Wynn Enter- 
prises, Inc., and that contract was performed down in Tennessee. 
Now, which company executed the contract, which company per- 
formed on it? 

Mr. Wynn. Those were for wool trousers, I believe, and those 
were the ones that they had to have for Korea. And they asked us 
to work around the clock. And I believe that the armed services 
gave us permission to manufacture those trousers at either one or 
two places, I don’t know which one. We can get the information or 
attempt to get the information. 

Mr. Rozackx. Which company shows a profit or loss under the con- 
tract? 

Mr. Wynn. Which company did? 

Mr. Rosackx. Yes. When Wynn Enterprises received a contract, 
Wynn Enterprises, being a New York corporation with three small 
offices, did that company show a profit or loss on the contract ? 

Mr. Wynn. I really don’t know, sir. You are talking about 1951, 
1952, and 1953. 
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Mr. Ambrose, if you will get that question, we will try to get it. 

Mr. Rorack. Do you know if you allocate the income among more 
than one company when you receive a contract? 

Mr. Wynn. Do I allocate the income? 

Mr. Ropack. Yes. 

Mr. Wrwv. If I got a contract for Southern Athletic Co., do I give 
it to some other company? No, sir. 

Mr. Rorack. When you get a contract for Wynn Enterprises or 
Salvage Co. of Tennessee or Southern Aviation, and those companies 
do not have manufacturing facilities of their own, do their books 
show Government payments under the contract ? 

Mr. Wynn. Under the law, if you take a subcontract, the people 
who subcontract to you are not supposed to make any money. Say 
that Wynn Enterprises had a contract for $300,000, they are sup- 
posed to subcontract to the Southern Athletic Co., and they do for 
$300,000, there is not supposed to be any profit. Now, if Wynn Enter- 
prises had the trimmings and bought the trimmings, then you would 
deduct the amount. Say the trousers were $3 and they spent 60 cents 
for trimmings, you would deduct the 60 cents from the $3 and pay 
them the $2.40. 

Mr. Rornackx. Wynn Enterprises was incorporated in New York 
State. When Wynn Enterprises held a contract to perform in the 
State of Tennessee, was that a foreign corporation doing business 
in the State of Tennessee ? 

Mr. Wrwv. I will have to ask Mr. Ambrose that question. 

Mr. Rorack. Mr. Ambrose. 

Mr. Ameprosr. If the Wynn Enterprises did that, it would be a for- 
eign corporation doing business in Tennessee, I presume. 

Mr. Ropackx. Are the Wynn Enterprises domesticated in the State 
of Tennessee on any present contract ? 

Mr. Amprose. I do not recall domesticating them, but I have not 
represented Wynn Enterprises. 

Mr. Rorack. Well, if Wynn Enterprises received a contract as a 
New York corporation, and Wynn Enterprises was not incor porated 
in the State of Tennessee, would Wynn Enterprises have to domesti- 
cate in the State of Tennessee ? 

Mr. Amprose. That would be up to the State of Tennessee. 

Mr. Rorack. You mean, it would be up to the State of Tennessee to 
find out the obligations of your corporation, or would it be the obli- 
gation of the corporation to file in the State of Tennessee ? 

Mr. Ameprosr. It is possible that there would be an obligation on 
the corporation to domesticate, but as IT say, I think that is a matter 
that is principally of interest to the State of Tennessee. 

Mr. Rorsackx. Mr. Wynn, does Wynn Enterprises, Inc., show on its 
books any Government payments on contracts it has received ? 

Mr. Wynn. Do they show on their books, what? 

Mr. Rorackx. Any payments received from the Government con- 
tracts which it received ? 

Mr. Wynn. I don’t keep the books of Wynn Enterprises. The 
auditors will have to give you that figure. 

Mr. Rorack. Well, you were the president of Wynn Enterprises 
over a considerable period of time. Are you stating that you don’t 
know whether that company, which received the contracts, received 
the Government payments on it? 
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Mr. Wynn. That, sir, is detail that I don’t look after. In other 
words, I have been on the contract, and if it is subcontract, I try to look 
at that, and if there are any problems, I try to look after the problems. 
As far as payments, if that contract was subcontracted, then Wynn En- 
terprises 1s not supposed to get any payment because, under the exist- 
ing law, back in 1951, 1952, and 1953, you were not supposed to make 
any profit, according to the information I was given, if you subcon- 
tracted, you were supposed to subcontract for the same amount of 

money, that was to try to keep profiteering out of subcontracting. 
There would be a lot of companies that would just get contracts, and 
then sub them and make a lot of money and not do any work. 

Mrs. GrirritHs. May I ask a question ? 

The CHarmman. Mrs. Griffiths. 

Mrs. GrirrirHs. You say when you subcontract, you are not sup- 
posed tomake any money. What is the purpose of a prime contractor 4 
Why does the prime contractor make a contract ? 

Mr. Wynn. Actually, I don’t really know. I know that a lot of 
people, sometimes they get too much production, and they can’t handle 
it, and, therefore, they ‘have to go out and, we might say, lay off the 
work to make deliveries on time, or to catch up their delinquencies, or 
to try to catch it up. That is where, in the majority of cases, they get 
in trouble, they can’t deliver, sometimes they don’t even have the 
financial structure to do the job, sometimes they think they can be fi- 
nanced by a bank and the bank refuses to finance them. 

Mrs. Grirrirns. All that information was available before the 
prime contract was let, wasn’t it? 

Mr. Wynn. You know the human element, it is supposed to be, but a 
lot of time it is not. 

Mrs. Grirrirus. So these services are letting contracts and saying 
that the prime contractor is financially able, when as a matter of fact, 
he is not. 

Mr. Wynn. No, they have a form they send out now, that they check 
very closely. But back in the war years of 1951, 1952, and 1953, 
things were, you know, at a pellmell pace, everybody was trying to 
get the materials out to get them where they could deliv er, they needed 
the materials very bs adly , and a lot of things were going by the board. 
The Army today is very efficient on the information we have to fill out, 
and now they have even more stringent rules. For instance, you 
have got to show ownership and financial ability and everything on 
the new form which has come out. 

Mrs. GrirrirHs. I would like to ask you one question about those 
war years when you were working around the clock? Where any of 
your contracts ever renegotiated during that time? 

Mr. Wynn. Yes, sir. 

Mrs. Grirritus. Did you have to pay back any excess profit ? 

Mr. Wynn. Yes, sir. 

Mrs. Grurrirus. What do you rent those machines for that are al- 
ready paid for? On what do you base your rent to the company ¢ 

Mr. Wynn. On the same basis that the rental people do in New 
York. 

Mrs. Grirriras. What is that basis? 

Mr. Wynn. Oh, it is according to what type of machinery it is. 


Mrs. Grirritns. What percentage of replacement value do you 
charge for rent? 
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Mr. Wynn. Oh, I believe—I would have to get you that infor- 
mation. 

Mrs. Grirrirus. Could you do that? 

Mr. Wynn. Yes. 

Mrs. Grirrrrus. I would be very interested. 

Mr. Wynn. But it is the same rate that prevails among all the 
people that rent machines today. 

rs. Grirrirus. Why is it that the people who get these con- 
tracts—you said 50 percent of them rent the equipment—why don’t 
they own the equipment if—— 

Mr. Wynn. They don’t have the money. They just rent lofts and 
if they are not able to perform the contract, they just move out and 
the Government is left holding the bag. 

Mrs. Grirrirus. Where do they get the experience to perform the 
contract ? 

Mr. Wynn. Well, they have made commercial work, and they have 
made it to a small degree—for instance, it might be a coat shop or 
trouser shop, and they have made 200 or 300 pairs of trousers a day, 
or 300 or 400 pairs of trousers, the items we make are very hard to 
make. We make the flying suits, the coats and the tropical jackets, 
and all 3 items are very difficult, and there are not more than 3 or 4 
contractors in the country that can make them. We have spent a 
great deal of time and money to get a group together and train them 
to make this merchandise. 

Mr. Rozack. With respect to the five contracts received by Wynn 
Enterprises, Inc., when you were president, do you state that all of 
those were subcontracted ? 

Mr. Wyrwnwn. I said, I don’t know. 

Mr. Rosack. You do not know? 

Mr. Wynn. No. 

Mr. Hottrrecp. You do know that Wynn Enterprises, as such, 
does not manufacture the garments themselves, do you not? 

Mr. Wynn. No—— 

Mr. Hottrrevp. They had no manufacturing loft, no perma- 
nent 

Mr. Wrnn. They had machinery; yes. 

Mr. Hottrtetp. They had machinery ? 

Mr. Wynn. They had machinery. 

Mr. Hottrretp. Where was it located ? 

Mr. Wynn. The machinery? For awhile it was located in Orlan- 
do, Fla., and then it was moved to Knoxville, Tenn. 

Mr. Ho.trtetp. Was it moved into one of the other facilities that 
you own? 

Mr. Wynn. No, it was moved into Southern Athletic Co., the 
building. 

Mr. Ropack. What is the nature of the payments which any com- 
pany under your control makes to Wynn Enterprises, Inc? 

Mr. Wynn. For a good many years, Wynn Enterprises received 
no payments at all, it was paid on the amount—they were on a strict- 
ly commission basis as far as civilian goods were concerned, and when 
we needed the services more and more of Wynn Enterprises to pro- 
cure such things as zippers, component parts, then we more or less 
let the civilian business of the New York Office slip, to spend that 
time on procuring the Government component parts so, therefore, 
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we figured what it would cost to run the New York office, and that 
was based on the amount of money. Some years it was, oh, $20,000, 
some years it was $25,000, and I think it never went over $27,000 
that the companies paid into the Wynn Enterprises. 

Mr. Ropack. How are these payments reflected on the books of the 
paying companies? 

r. Wynn. As New York office expenses. 

Mr. Rosack. That would be apportioned among the number of 
companies ¢ 

Mr. Wyrnv. Sir? 

Mr. Rosack. Those expenses would be apportioned among the 
number of paying companies? 

Mr. Wynn. That is right, the ones that did their Government work. 

Mr. Rosack. Is that based upon a defined percentage of sales or in 
regard to specific expenses ? 

fr. Wynn. No, the amount of work. 

Mr. Rosack. What is that? 

Mr. Wynn. The amount of work that is done. 

Mr. Rosacx. How did you establish the rate of payment? 

Mr. Wynn. Well, we knew how much work that the New York 
office was doing, and what it took to do the—what it took to run the 
New York office. 

Mr. Rosack. You mean the expenses of the New York office? 

Mr. Wyrwn. That is right. 

Mr. Rosack. And you made payments for expenses ? 

Mr. Wynn. That is right. 

Mr. Ropack. Well, if the New York office showed an item, for 
example, of income or revenues paid in of mill agents’ fees, what 
would that be? 

Mr. Wrwnn. That would be for the work they did on the Govern- 
ment contracts. 

Mr. Rosack. The Government contracts. Now, how are those fees 
determined ? 

Mr. Wynn. On the amount of work they did. 

Mr. Rosack. Was it on a percentage basis? 

Mr. Wynn. No, sir, I determined that myself. In other words, 
I believe the most any company paid in 1 year was $15,000, and the 
other, I believe, was $12—$27,000 was, I believe, the largest amount 
that was ever paid in Wynn Enterprises in any 1 year for work, 
most of the time I think it was 10 and probably 8, $18,000 in 1 year, 
I can’t remember, but about that, $20,000, around. 

Mr. Rozack. How did you determine which company would make 
the payment? 

M r. Wynn. The amount of work that they did. 

Mr. Rosack. For that particular company ? 

Mr. Wynn. There were only two companies, Southern Sportswear 
and Southern Athletic Co. This year it would be Southern Aviation 
Co. because they received those fees only for the last 2 or 3 years. 

Mr. Rozack. Now, were those fees paid on a periodic basis? 

Mr. Wynn. They were paid as needed in the New York office. 

Mr. Rosack. Does the New York office know whether any fees are 
owing to it or not? 

Mr. Wynn. Well, since I knew the New York office had to pay their 
rent, and I knew that the secretary up there had to have her money, 
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and the long-distance calls had to be paid, actually they knew the 
money was coming in. 

Mr. Ropack. Now, do you consider that any of those fees paid to the 
New York office are fees paid for procuring Government business ? 

Mr. Wynn. Oh, no. How could they procure it when I did all the 
work? 

Mr. Rosack. You did all the work connected with the contracts? 

Mr. Wynn. What? 

Mr. Rosack. You did all the work in getting the contracts? 

Mr. Wyrwnwn. As far as Southern Athletic Co. and Southern Sports- 
wear were concerned. 

Mr. Rosacx. Now, have you made, or do you make, any payments 

to Mrs. Ross apart from the payments to the corporation ? 

Mr. Wynn. Do I make any payments to Mrs. Ross? She is paid 
out of Wynn Enterprises. 

Mr. Rosack. She doesn’t receive any payment over and above her 
corporate salary ? 

Mr. Wynn. No, sir. Whenever she was on a commission basis, she 
was paid a commission, but that ceased whenever she started doing 
civilian business. 

Mr. Rogack. She was paid on a commission basis. Was that paid 
to her personally or to the corporation ? 

Mr. Wynn. It was paid to the corporation, Wynn Enterprises. 

Mr. Rozack. Do you submit income tax returns for every company 
in which you have an owernship for stockholding interest ? 

Mr. Wynn. I should say so. 

Mr. Rozack. You have testified that payments were made. Is 
that regardless of which company got the contract, the company that 
gets the production is the one that shows the money earned or lost, 
as the case may be? 

Mr. Wynn. That doesn’t have anything to do with it, whether it is 
earned or lost or paid, it is how much w ork they did in that corpora- 
tion. After all, if corporation A lost $50,000 and she did a lot of 
work for corporation A, Wynn Enterprises would be entitled to pay- 
ments, that would be just a red ball bouncing. 

Mr. Ronack. Do you recall any company that has been dissolved or 
liquidated that you had an interest in, in the last 6 years? Have 
you ever taken any capital gains tax on the dissolution of any com- 

any ¢ 

Mr. Wynn. I might have, but it would be a capital loss. It wouldn’t 
be any capital gain. 

Mr. Ropack. How long has Matlock Hays been associated with 
you? 

Mr. Wynn. Oh, 10 years. 

Mr. Rozsackx. How many? 

Mr. Wynn. I believe about 10 years, 10 or 12 years. 

Mr. Rornack. Does he have authority to sign contracts ? 

Mr. Wynn. He used to, he doesn’t now. 

Mr. Rosack. Well, would he have authority to sign a contract with 
a company with which you are not associated ? 

Mr. Wynn. If I asked him to. You see, I am out of town a great 
deal and if I asked him to sign it, he would, as a principal stockholder, 
I could ask him to sign it, and he would do so just like I could ask 
Mr. Ambrose, and if I knew you, I could ask you to sign it. 
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Mr. Rogsack. Did you ever make any loan to Mr. Hays on any com- 
pany with which he was associated ? 

Mr. Wynn. Oh, sure. . : 

Mr. Rosack. Does any company with which Mr. Hays is associated 
owe oer | to you personally, or any company in which you are 
interested ¢ ' 

Mr. Wynn. Oh, they did, and I believe they might owe a little now, 
I am not sure of that, they did owe me money, they owed money to 
Southern Athletic Co. 

Mr. Rosack. What company is Mr. Hays now connected with? 

Mr. Wynn. He owns the Centre Manufacturing Co., Centre, Ala. 

Mr. Rorack. In the performance of Government contracts, you allo- 
cate a certain amount of money for expenses, do you not, entertain- 
ment, advertising ? 

Mr. Wynn. Government contracts ? 

Mr. Rosack. Yes. 

Mr. Wynn. Oh, no, I wouldn’t ney them a lunch, not even a cigar. 

Mr. Rozack. Do youown a yacht ! 

Mr. Wrnn. Dol own one? 

Mr. Ropack. Yes. 

Mr. Wynn. The company does, I don’t. 

Mr. Ropack. Which company ? 

Mr. Wynn. Southern Athletic Co.—it is not a yacht, it is a boat. 

Mr. Ropack. And have any of the expenses of any Government con- 
tracts been charged off ? 

Mr. Wynn. Against the boat ? 

Mr. Ropack. Yes. 

Mr. Wynn. I don’t know whether they have or not, that I don’t 
have anything to do with, the auditor handles that. The expenses 
have been so minute against the boat, that I don’t know how it is 
handled. 

Mr. Rogack. Has any Government procuring officer ever been on 
that boat ? 

Mr. Wynn. No, sir, and that is not the half of it. 

Mr. Rosack. Do you own a resort property in Palm Beach, Fla. ? 

Mr. Wynn. I don’t the company does, on which I pay rent. 

Mr. Rosack. Which company / 

Mr. Wrwn. Southern Athletic Co. And we pay rent each year 
for it, we have had it for an investment. 

Mr. Ropack. Have any of the expenses on any contract been 
charged off on that? 

Mr. Wynn. I don’t know, I don’t think so, but I don’t know. 

Mr. Rosack. Your auditors would be able to determine that? 

Mr. Wynn. I am surethey would, but I don’t know. 

Mr. Ropack. Do you own an airplane? 

Mr. Wynn. No, I don’t. T. W. Manufacturing Co. did. 

Mr. Rozack. They did at one time? 

Mr. Wynn. Yes. They have no Government contracts. 

Mr. Ropack. Mr. Chairman, we would like to have the information 
supplied as to whether any of the costs of the boat, house, or airplane 
are charged off to Government contracts. 

Mr. Hottrrmip. Mr. Ambrose, will you furnish that material to 
the committee, please ? 

Mr. Assrose. I will have to ask the auditors. 











134 MILITARY CLOTHING PROCUREMENT 


Mr. Fascett. Mr. Ambrose, I understand you are the vice presi- 
dent of Southern Athletic ? 

Mr. Amprose. Yes, sir. 

Mr. Fascett. Do you hold any stock in it? 

Mr. Ameprose. No, sir. 

Mr. Fascetu. Do you hold any stock in any of these companies? 

Mr. Amprose. By reason of a queer circumstance in Alabama law, 
I own two shares in the Centre Manufacturing Co., otherwise, I 
have never had any stock interests. 

Mr. Fascetu. Just for the purposes of getting your required num- 
ber of incorporators ? 

Mr. Amerose. That is right. 

Mr. Fasceti. Did you make any capital contribution ? 

Mr. Amprose. Yes, sir, I got anal up in the chewing gum factory 
and it went broke. 

Mr. Wywwy. I haven’t heard the last of it, either. 

Mr. Rozack. Mr. Wynn, did you ever state to a Government buyer, 
contracting officer, inspector, or other Government official, with whom 
you did business, that your brother-in-law had a high position in the 
Department of Defense? 

Mr. Wynn. No, sir. You know, I don’t believe in that. I believe 
to the lowest responsible bidder with capacity, belongs the business. 
I don’t want dniybotty to help me get contracts, and I don’t want any- 
body else to help anybody. And I have had 1 or 2 officials ask me 
throughout the years about my brother-in-law’s connection with the 
Defense Department—it is common knowledge, his picture has been 
in the New York papers, and these fellows read it, it has been in the 
Philadelphia papers, and naturally it is passing away the time for 
them to say, “how is Mr. Ross?” But there is no time that I have 
tried to put pressure on anybody, as far as Mr. Ross is concerned. 
The Supreme Court can’t help you get a contract, it is to the lowest 
responsible bidder with capacity. 

Mr. Rosacx. Did you ever offer a gratuity or a consideration of any 
kind to a Government buyer, contracting officer, inspector, or other 
Government agency official, with whom you did business? 

Mr. Wrnwn. No, sir. 

Mr. Rorscx. What were the circumstances under which you con 
tacted your brother-in-law to help—to have an appointment with 
General Bare of the Marine Corps? 

Mr. Wrnw. Well, I came to Philadelphia to see about getting the 
Marines to accept a piece of cloth that was supplied to me by a woolen 
mill. Now, remember, in good faith I placed an order with this mill. 
It is supposed to be a large reputable mill. I placed an order for 
goods to be delivered on such and such a date with the marine specifi- 
cations. This particular woolen mill representative went out and 
discussed the matter with the Marines, the Marines said the fellow 
could deliver. So, when the cloth came in, we made up a uniforn. 
And remember our part of the job, we are supposed to furnish the 
cloth but actually our basic job is to cut and make the uniform accord- 
ing to the way the Marines want it made. We cut and made that 
uniform according to the way they wanted it made. But in Philadel- 
phia they informed me that the cloth was too heavy, because, though 
the breaking strength of the cloth far exceeded what they asked for, 
and they had more thread count than they asked for, it was too heavy. 
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And the mill informed us that this cloth was being used all over the 
country by baseball teams, could we get it axeepted g 

We said, “after all, you agreed to give it to us, it is not our baby.” 
But they said, “we have no right to talk to the contracting officer, as 
you are the prime contractor.” 

So I went up to discuss the matter with the Philadelphia Marine 
Division. They said, no, they could not accept it. I said, “well, if I 
give you a dollar off on a uniform, would you accept it?” 

They said, “we have no authority.” I said, “would I have your 

ermission to go down to Washington to discuss the matter and see if 
f can get it? The cloth is in their house, or it is being made, and 
somebody is going to take a terrific loss, it is not going to be the 
Southerr Athletic Co. because the mill has agreed to deliver the cloth 
on a contract number, and we went out to see the buyer and agreed to 
deliver. 

So I called up my brother-in-law and said, “I am trying to make 
the 5:22 or 4:22 plane to Knoxville, would it be possible for you to 
call up out there and get the people to see me for 15 minutes, and 
see if they won’t accept this material at a reduction ?”—which is com- 
mon in the trade. 

He said, “I will see what I can do, come on through and [I will get 
you an appointment.” 

I could have called up my Congressman or my Senator. As you 
know, Mr. Holifield and Mr. Fascell and Mr. Lipscomb, and the rest 
of you gentlemen, you know how it is when somebody asks you to 
see someone, it is a matter of courtesy that you get them an appoint- 
ment. I was only trying to save time. And, of course, it was a bad 
telephone call I made. I should have just called up one of my Con- 
gressmen or Senators. 

So I went in to see the general, and they said they wouldn’t have 
the goods under any consideration, the dollar didn’t matter to them, 
and they literally kicked me out of the office, I was out in 20 minutes. 
That ended the conversation. There was no pressure put on in any 
form or fashion, I said nothing about Mr. Ross being my brother-in- 
law, nothing about anything, I was there trying to get them to accept 
the uniform at a dollar reduction to help the mill. 

Remember, I am not making the cloth, all my part of the job is to 
cut it and stitch it right, which they did. 

Mr. Ropack. Where did you make the call from when you called 
your brother-in-law ? 

Mr. Wyrnv. I believe I made it in a pay phone in Philadelphia, 
I don’t remember. That is asking me, what did I have for break- 
fast. I did call him, though, and asked him, could he make arrange- 
ments for me to see the man. 

Mr. Rozpack. Was your brother-in-law vice president of the South- 
ern Athletic Co. ? 

Mr. Wynn. Yes, I elected him back in 1950 or 1951, and I be- 
lieve he gave me a letter of resignation in 1952, which we have to 
show. And we also have the young lady who worked for Wynn 
Enterprises at that time, who had to quit, I believe, in 1953, to have 
a baby, and who has not worked for us since then. And she will 
testify that she wrote those letters, and her name is on the bottom, 
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Mr. Ropack. And did you advise your brother-in-law that you 
had elected him vice president ¢ Did he know about it? 

Mr. Wynn. I don’t know. For instance, I elected a lot of people 
for something, if I need a contract signed, and I will ask Mr. Ambrose, 
I see no reason why we can’t elect Mr. Ambrose vice president, or Mrs. 
Ross, as a matter of getting things done. 

I don’t know whether we ever told Mr. Ross or not, frankly, I don’t 
think we did. 

Mr. Rogackx. When you identified Mr. Ross as vice president in the 
sworn statement to the State of Tennessee, you were under the im- 
pression that he was vice president ? 

Mr. Wynn. No, sir, I was not. 

Mr. Rosack. Why did you swear to the statement ? 

Mr. Wynn. I don’t know. When the auditors put something be- 
fore you, do you ever sit there and turn through 20 pages and attempt 
to read everything? If I did that, I would absolutely be ready for 
a mental institution. They say, “Sign here,” and I just sign, and 
that is it. I have confidence in my attorney, I have confidence in 
my CPA. 

Mr. Rosack. Well, that statement was notarized by another officer 
of the corporation, was it not? 

Mr. Wynn. That is exactly right. 

Mr. Rozack. Two officers of the corporation—— 

Mr. Wynn. That gentleman has been with me a great many years. 
You know, somehow or other I have a certain degree of loyalty toward 
people who have worked for me throughout the years. This gentle- 
man should have been retired some time ago, but he has no other 
means of making a livelihood. He is 72 years old. He is a fine man, 
a loyal man, but at the same time he is not as efficient as a person that 
is younger. But he will continue to work for me until he dies, or 
until he wants to quit himself, because he can’t earn a living otherwise. 

Mr. Rogpack. Now Mr. Ross submitted a letter of resignation. When 
was that? 

Mr. Wynn. In 1952, when he was elected to Congress. 

Mr. Ropack. If he submitted a letter of resignation—— 

Mr. Wynn. If he did? He did submit it. 

Mr. Rozack. Let me finish the question. If he submitted a letter 
of resignation as vice president, then he would have known that he was 
vice president, would he not have? 

Mr. Wynn. Mr. Ross was under the impression that he was not vice 
president, because on the letter that he—if you have a copy of the 
letter you will see that he worded it, at the time he resigned as vice 
president of Wynn Enterprises he resigned as eastern representative 
of Wynn Enterprises. 

Mr. Rosack. Now, he never in fact sent you a letter of resignation as 
vice president of Southern Athletic Co. ? 

Mr, Wynn. I don’t think the man knew he was. 

Do you have a copy of it? 

Mr. Amprose. Doesn’t the committee have those two letters? 

Mr. Morean. He stated that they have those. 

Would you furnish us the original copies of those letters of reigna- 
tion ? 

Mr. Amprose. We don’t have them here. You stated that you had 
copies. 
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Mr. Rosacx. I will read what appears to be a letter of resignation 
into the record, and ask you whether this reflects the letter of resig- 
nation. It is on the stationery of Robert Tripp Ross, addressed to 
Mr. H. D. Wynn, President, Southern Athletic Co., 1021 White Ave- 
nue, Knoxville, Tenn., and it is dated February 21,1952. It reads: 

Dear Mr. Wynn: Due to my election to Congress on February 9, I hereby 
submit my resignation as northeastern representative of Southern Athletic Co. 
Please consider my resignation, effective immediately. 

May I say that my relations with Southern Athletic Co. as sales representative 
have been most pleasant. 

Sincerely yours, 
Rosert Tripp Ross. 

Now, is there any other letter of resignation ? 

Mr. Wynn. No, sir. Doesn’t that show what the man intended to 
do? He was elected, he knew he had resigned, and he didn’t know 
that he was vice president, from that letter. 

Mr. Ropack. You stated that he resigned as vice president. He 
never knew whether he was vice president or not, did he? 

Mr. Wynvy. I don’t think he did. 

Mr. Rosack. When did you resign from Wynn Enterprises, Inc.? 

Mr. Wyrwnv. I believe some time in October, October 1, I believe. 

Mr. Rosack. October 1? 

Mr. Wynn. I believe that is the date, I am not sure. 

Mr. Howrrreip. 1956? 

Mr. Wynn. Yes, sir. 

Mr. Rosack. And do you recall that in your letter of resignation 
you stated that you had not been able for some 3 years and would not 
be able now or in the future to give any time to it, therefore you were 
resigning from it? 

Mr. Wyrwn. Thatisright. I mean time actually in New York City. 

Mr. Rosack. Now, did you give any time to Wynn Enterprises 
after your resignation ? 

Mr. Wynn. After my resignation? 

Mr. Rosack. Yes. 

Mr. Wynn. Not until Mrs. Ross got sick, and she asked me to carry 
on certain duties for her until she was able physically to do it. Mrs. 
Ross is sick now, not feeling well. 

Mr. Rosack. Did you not in fact advise Mrs. Ross how to conduct 
her negotiations with the Quartermaster Corps? 

Mr. Wynn. Did I do what? 

Mr. Rozsack. Did you not advise Mrs. Ross after the time of the 
contract award and after the time of your resignation ? 

Mr. Wynn. Whatever she was doing before, she was doing after- 
— The report will show—I think she was down in Philadelphia 
before. 

Mr. Rosack. Didn’t you coach her in—— 

Mr. Wynn. No, sir. 

Mr. Rosack. Did you or did you not ask her to request a resurvey 
when the survey of the plant’s facilities was completely negative? 

Mr. Wynn. We discussed the matter; yes, sir. 

Mr. Ropack. You advised her, did you not, to ask for a resurvey ? 

Mr. Wynn. I certainly did, because she had the machinery avail- 
able, and I found that the machinery could be there for her. 
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Mr. Rogsack. And you told her this in detail by correspondence as 
to what was available and what she could tell the Desirteracuter’ 

Mr. Wrnn. I don’t know whether I did or not, but I knew we 
found her equipment, I knew we had equipment, and I told her the 
equipment was available, and we could locate it, and I found out 
from Singer that they could deliver, and I found also that the other 
machines could be bought or borrowed from other contractors. 

Mr. Rozack. Before the time of your resignation, were you in the 
position of not doing anything about the affairs of Wynn Enter- 
prises for 3 years? 

Mr. Wynn. Was I ina position not to do anything? 

Mr. Rosack. Yes. I mean, was it a fact, as you stated in your letter 
of resignation, that you hadn’t concerned yourself with the affairs of 
the corporation for the past 3 years? 

Mr. Wynn. The reason I resigned from Wynn Enterprises is that 
for the last year and a half I have been trying to curtail my activity. 
I have sold stock in several of my manepeney I have refused to go in 
business in other places. That was along the same line that I was 
trying to do, to give me time to my family and get more leisure time. 
I was tired of working 12 or 15 hours a day. That is the whole gist 
of why I resigned from Wynn Enterprises. There was no ulterior 
motive behind anything. She was the low bidder. She didn’t even 
know I was going to bid the contract. I sat down and decided that 
we had the space down there, and that she had some machinery, and 
I thought that they had enough machinery to do the job, so I sat 
down and made the bid. The fact is, I wrote it out in longhand, 
and sent it in. It was a bad moment, I will tell you that. And so I 
sent it in, and so I called her up and said, “I bid you a contract with 
the Wynn Enterprises. I don’t know whether you will get it or not, 
but if you do, you are back in business.” 

Sometime she asked me if she could get back in business, and since 
she bought this large piece of property in Knoxville in April, we had 
space available that we did not have before. 

Mr. Roszack. Do you have any objection to stating your net worth ? 

Mr. Wynn. I couldn’t tell you what it was. That is all a matter of 
opinion. For instance, you have a building that might be worth, you’d 
think, $100,000, and someone else would think it was worth $200,000, 
and you paid 50 for it, so who knows what a man’s net worth is? 

Another thing, I don’t know how much money I owe. 

Mr. Rosacx. How does the Government establish financial respon- 
sibility on a contract ? 

Mr. Wrwnw. The banks will state that they will lend enough money 
to finance the contract. You have no problem so far as financing 
Government contracts, if you will sign the contracts. 

Another thing, I borrowed money for 16 years, and have always paid 
it back on time. I have a very fine reputation with the banks, if you 
care to check it. 

Mr. Rosacx. Why have you set up so many companies in business? 

Mr. Wynn. Well, through the years, actually in 19—when they had 
the 80 percent—frankly, just like a lot of other people, when they had 
the 80-percent taxes there wasn’t any use to sit there and fight and fight 
to make $20,000, when you got in the excess profit taxes. 

Another thing, as long as we buy a piece of real estate—let’s take 
the A. & T. Realty Co. That was a big apartment building that sold 
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for practically nothing, so we set up the A. & T. Realty. There was 
no use setting up the lability in another company, that would hurt 
you on something else. 

Salvage Company of Tennessee was set up to buy salvage. Why 
should you have a salvage company in manufacturing? 

The Southern Athletic Co. manufactures men’s clothing. Isn’t it 
deceiving to come in and see a salvage company making men’s suits? 
So we set up different corporations to handle different types of bids 
and different types of ik and different types of civilian merchan- 
dise. 

Mr. Rosack. You also set up corporations to handle the same kind 


of bids; did you not ? 


Mr. Wynn. What kind of bids? 

Mr. Rosack. Well, the same kind of bids—did you say “bids” or 
“business” ? 

Mr. Wynn. Business. For instance, now, we set up the Southern 
Aviation Co. with the understanding that we would manufacture a 
high-flying suit, and when we finished that, then we would go into 
the manufacture of items for the Army and Air Force. We didn’t 
want Southern Athletic Co.—an athletic concern—we didn’t want 
their salesmen calling on that type of account. After all, the salesmen 
that you have that sell clothing can’t go in and sell sporting goods. 

Mr. Rosacx. : Now, isn’t it a fact that you have bid in on a contract 
as many as five different company bids ? 

Mr. Wynn. Oh, sure. You have got five mules to feed. It takes five 
bushels of corn to feed each mule, and you can’t let this company sit 
over here and do nothing. Southern Aviation has got to run, you 
have got those people that are depending upon you to see that they 
get a payroll check each week. Southern Athletic Co. has got to run. 
Southern Athletic Co. might be able to manufacture jackets cheaper 
than Southern Sportswear. So therefore Southern Athletic Co.’s bid 
is cheaper than Southern Sportswear’s. Contrariwise, Southern 
Sportswear would bid on trousers. They can manufacture them 
cheaper than Southern Athletic Co, Each company has its own 
particular field that it is in, so they are cheaper on that item. But 
if they need business very badly, then‘they would bid on the others. 
After all, you have got the overhead. Mr. Holifield, you are in busi- 
ness. You know what the overhead does for you—we have got to take 
business sometimes absolutely at cost to be able to operate. 

I have a contract right now, gentlemen, since I have so much inside 
knowledge, I am Josing $100,000 on that contract, figures will show, 
I am so smart, and I have so much ability that on this contract I am 
going to lose $100,000, a Government contract. And the records will 
show. 

Mr. Hottrieip. The records of this committee will show that a lot 
of small-business men have lost money dealing with the Government. 

Mr. Wynn. Yes, sir. My brother at Florida Athletic Co. won’t 
have any part of a Government contract. You say it to him, and he 
quits. He lost his shirt, right down in Mr. Fascell’s part of the 
country. 

Mr. Ronack. Now, when you bid as many as five companies on the 
the same Government contract, are you stating to this committee that 


each one of these companies have facilities separate and apart from 
the others ? 
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Mr. Wynn. Well, now give me the names of the companies. 

Mr. Rozsack. On a contract in 1956, you bid in for Wynn Enter- 

rises, Southern Athletic Co., Southern Aviation Manufacturing Co., 
Soaukenn Sportswear Co., and Centre Manufacturing Co. 

Mr. Wynn. Centre Manufacturing Co. I had nothing to do with. 

What was the bid on that, what date ? 

Mr. Ropack. June 1956. 

Mr. Wynvy. I had nothing to do with it. At the same time, he has 
the facilities, Centre Manufacturing has the facilities, Southern Avia- 
tion Co. has the facilities, Southern Sportswear has the facilities, 
Southern Athletic Co. had the facilities, and Wynn Enterprises had 
machines, they had an empty loft that they could put the machines in. 
So literally speaking they all had the facilities. 

Mr. Ropack. All machines and all the facilities were at the same 
address? 

Mr. Wynn. At the same address? No, sir. For instance, 111 
North Saunders Avenue is a second-floor upstairs. 

Mr. Rowack. One company is on one floor and one is on another ¢ 

Mr. Wynn. That is right. For instance, over here in Reading, Pa., 
you have got 50 in 1 building. The building is 800,000 square feet, 
and they are all in there at the same address, Wynn Enterprises, 
however, is not; Wynn Enterprises is a separate place, it is around on 
another street—well, the building is a square, and there is one street 
that runs this way and the other that way. 

Mr. Rorack. If they have got plant facilities, that would show up 
in their books, would it not ? 

Mr. Wynn. In Wynn Enterprises? 

Mr. Ropack. Yes. 

Mr. Wynn. You have asked me that question one time before, and I 
told you those machines have been depreciated off. Don’t try to trap 
me. You are here to get the facts, and let’s just stick to it. 

Mr. Howirtretp. Now, Mr. Wynn 

Mr. Wynn. I know, Mr. Holifield, but I answered that question 
awhile ago. 

Mr. Houtriexp. It is possible that a question might be rephrased or 
be reasked, it is not for the purpose of entrapment, and we will see 
that the staff treats the witness wtih the utmost of courtesy. 

Mr. Wynn. Thank you, so far I have been. 

Mr. Ho.triretp. And we expect the same courtesy to the members 
of the staff. 

Mr. Wrnn. You can be sure, I am a Southern gentleman, that you 
will always be treated that way. 

Mr. Rozacx. Of course, I think Mr. Wynn understands that it is an 
inordinately difficult enterprise to find out what company does what. 

You appreciate the difficulties we have in finding out which com- 
pany does what, do you not? 

Mr. Wyrnv. It isa little trying; yes, sir. 

_Mr. Rosack. Did you ever consult counsel as to whether putting in 
bids by as many as five different companies was legal ? 

Mr. Wynn. Yes,sir. You can put in bids for a hundred companies, 
and it is legal. I have discussed this matter with different branches 
of the service. If you will check and see, it is a common practice, 
all you have to do is read the Daily News Record.. What difference 
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does it make if I put in a bid for a thousand corporations? There isn’t 
but one problem, who is the lowest responsible bidder. You can’t 
give it to everybody, so you have got to give it to the low responsible 
bidder. 

What does the Government want? They want a good product, and 
they want it at the cheapest price. What does it matter if Mr. Jones 
gets it if he owns 1, 2, 3 cor porations, all they are looking for is to 
see if you can make the contract and give it to them at a price. 

Mr. Ropackx. Are you aware that the plant surveys on various of 
your bids showed that the inspecting authorities found that you were 
citing the same producing facilities on different bids? 

Mr. Wynn. No, sir; because we had enough facilities for the bids— 
that isn’t my problem at all. Industrial mobilization, when they get 
a survey, they come in and they survey, if I don’t have the facilities 
[ am not completely out, I can ask for a second survey, and then if 
they come in and they find the same thing, you are out. 

That isn’t my problem. That is the industrial mobilization. I 
have got to have the machines—and by the way, they are the final say, 
if they say no for the final time, no one can ever overrule them. 

Mr. Rorack. Now, is it your testimony to this committee that you 
have never bid on a contract where the bidding company lacked the 
facilities? 

Mr. Wrwn. I say that we had the facilities in the pool. 

Mr. Rogack. In the pool? 

Mr. Wynn. Yes. In other words, we had enough equipment to take 
care of it, or we had letters on file from the Singer Sowi ing Machine 
stating that they could deliver the equipment to us. 

Mr. Rogack. Now, did you ever request a small business award in 
the name of any comp: any that had no producing facilities? 

Mr. Wynn. Sure, I requested a small business award. For in- 
stance, right now I am classified as big business. Very shortly, if I 
don’t get so many Government contracts, or I don’t pick up some 
civilian business, I am going to be a very small business, I am going 
to be so small that the only thing I will be working on is athletic 
equipment, with about 150 ‘people. And that is the way these con- 
tracts work, 1 minute you might have—if you get a big contract, 
how are you going to produce it if you don’t put people to work ? 

So if I got. a large contract I would have to have six or seven hun- 
dred people to do that job, and then immediately when the contract 
is over, those people are out of a job, if they are working on Govern- 
ment units. 

Mr. Rosackx. When you designate a bid, a company bidding as 
small business or large ‘business, are you adding up all the facilities, 
or just the company that bids? 

Mr. Wynn. No, sir. We are adding up the people, the small busi- 
ness definition states, the business that you control is qualified—the 
total number of people on the businesses that you control. 

Now, at one time we had a bid, and we were classified as large busi- 
ness. And then we were down about, oh, 3 or 4 weeks later the con- 
tracts ran out and we were resurvey ed, and we had 486 people, where 
we had seven or eight hundred before that. 

Mr. Ronack. Now, at different times did you designate your aggre- 
gate companies as small business and sometimes as large business ? 
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Mr. Wrnn. Sometimes large business, it is just according to where 
we were. I can read, it says 500, and if I have got over 500 I am 
going to put it down, and if I have got under 500 I am going to put 
it down under 500, on the businesses that I control. 

Mrs. Grirritus. At the same time, did you ever have more than 
one of your companies bid on a contract where the one that was not 
the lowest bidder received the contract ? 

Mr. Wynn. The one that was what? 

Mrs. Grirrtrus. Not the lowest bidder in price received the con- 
tract. 

Mr. Wynn. I don’t believe so, ma’am. In other words, we will say 
that company A bid $3 and company B bid $2.80, we would stick to 
company A. The record will show that we have never pulled the 
rug out from under another. 

Mrs. Grirrirus. But it could be done? 

Mr. Wynn. Yes; very easily. And that is one of the loopholes in 
it. Actually—just bear in mind also that if you bid on a Government 
contract and you furnish the cloth, and, say, this is June 1, and you 
don’t get that contract until August, in the meantime that cloth might 
have gone out of sight. 

Now, I got hurt very badly on that, and I had three bids on it, 
and I was not awarded for about 60 days, and the cloth cost me 
$50,000 more than when I made the bid, but I made a bid on corpora- 
tion A and I stuck to it. I don’t believe in pulling out the rug, 
frankly, but it can be done very easily. 

But bear in mind one thing, the contractor would be absolutely 
within his rights to protect himself with the market going up. But 
we have never done that. 

Mr. Rozack. What do the account books of Southern Athletic Co. 
show with respect to any indebtedness owed to Robert Tripp Ross? 

Mr. Wrwn. That is a good question. We owe Mr. Ross about 
$1,500 since 1951. 

Mr. Ropack. Was Mr. Ross aware that you owed him money ? 

Mr. Wrwnn. I don’t know. He probably was not. If he was, he 
would have asked for it. 

Mr. Ropack. What services did Mr. Ross perform for Southern 
Athletic Co. or any other company in which you were interested after 
February 1952? 

Mr. Wyrwn. In 1952? Mr. Ross, in 1953, for a period of 2 or 3 
weeks, came in the New York office and helped us out. We tried to 

revail upon Mr. Ross to stay with us. Mr. Ross is a very smart, 
intelligent man. He could have gone a long way in the civilian field. 
He has creative thinking, he could have helped us a great deal. But 
he refused to, and he took the job in 1953. He was with us only a 
short time, 2 or 3 weeks, and I think we paid him $500, but we charged 
it back against the commissions that he had earned in 1951. 

Mr. Rozack. You paid him $500 early in 1953? 

Mr. Wynn. That is right, and charged that against commissions 
he had earned in 1951. 

Mr. Rogack. Now, at that time were not the corporate books show- 
ing an indebtedness of $3,000 ? 

Mr. Wynn. $3,000? 

Mr. Rorack. To Mr. Ross? 
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Mr. Wynn. No, sir; because actually they had paid $1,000 that was 
charged to Mr. Ross—it was a bookkeeping error, and it was sent to 
Wynn Enterprises, as the two checks will show, they were deposited 
and paid to Wynn Enterprises. It showed $3,000 when he left in 
1951, and he was paid $500 in 1953 that was charged back against 
his account, and there were 2 checks for $500 that were issued against 
the account, but it was paid to Wynn Enterpri ises. 

Mr. Ronack. You mean 2 checks of $500 each went to Wynn En- 
terprises ? 

Mr. Wynn. That is right. 

Mr. Ropack. Was that an error ’ 

Mr. Wynn. Yes; it was an error. 

Mr. Rorsack. Did he receive the money / 

Mr. Wynn. No. 

Mr. Rozack. That stayed in the corporation 

Mr. Wynn. It went to Wynn Enterprises. 

Mr. Rosack. For services which Mr. Ross had rendered in the past? 

Mr. Wynn. What? 

Mr. Rozack. For services rendered by Mr. Ross in the past? 

Mr. Wynn. The $1,000? 

Mr. Rosack. No; I mean these checks. 

Mr. Wynn. No; these checks were paid to Wynn Enterprises for 
commissions. But they were charged against Mr. Ross’ account. In 
other words, the $1,000—when Mr. Wynn was paid $500 in 1953, he 
was shown at that time, I believe, that they owned him too $3 000. 
But anyhow, the 2 checks for $500 were paid to Wynn Enterprises 
and charged against the Ross account, I believe, I don’t know. 

Mr. Ropack. So that Southern Athletic owes him $2,500 instead of 
$1,500, is that right ? 

Mr. Wrnwn. I don’t know the bookkeeping on this. I do know the 
two checks that we thought Ross had received, he did not receive, 
because they went to Wynn Enterprises. 

Mr. Ropack. Have you ever had occasion to discuss with the Quar- 
termaster General any of the bids of your companies?’ 

Mr. Wynn. The Quartermaster General, any of the bids of our 
companies ¢ 

Mr. Rogvack. Yes: I mean directly. 

Mr. Wynn. Who do you mean ? 

Mr. Rosack. The Quartermaster General. 

Mr. Wynvy. In Philadelphia ? 

Mr. Ropack. Yes. 

Mr. Wrnww. Oh, the only time that I have—actually, I don’t re- 
member whether we have or not. I talked with so many people in 
Philadelphia, I called them on the telephone and numerous questions 
have come up from time to time. 

Mr. Ropack. Have you ever conferred with the Quartermaster Gen- 
eral or anybody in Washington other than that conference with Gen- 
eral Bare ? 

Mr. Wynn. No, sir; not that I can remember. I can’t remember 
ever going to anybody in Washington. 

Mr. Moraay. Mr. Wynn, as a matter of fact, you submitted a bid 
on invitation 307 in November of 1956 on the same item that was 
awarded to Wynn Enterprises on November 13? 
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Mr. Wynn. That is right. 

Mr. Morean. Did you prepare the bid that was submitted by Wynn 
Enterprises? 

Mr. Wynn. Yes, sir. 

Mr. Morean. Did you prepare the bid that was submitted in the 
name of Southern Athletic Co.? 

Mr. Wrnn. Yes, sir. 

Mr. Morean. You have stated earlier that you had no connection 
with Wynn Enterprises after October 1, 1956; is that correct? 

Mr. Wynn. I resigned; yes. Of course, I agreed to help when Mrs. 
Ross got sick. 

Mr. Morean. So you helped by preparing the bid and submitting 
the bid in the name of Wynn Enterprises on IB-307; is that right? 

Mr. Wywwy. Is that for shell trousers? 

Mr. Morean. It is for the same item; yes, sir. 

Mr. Wynn. Yes. 

Mr. Morean. Mr. Wynn, why is it that you didn’t specify the exact 
number of employees of your company and its affiliates on that bid? 
Mr. Wynn. It was an oversight, if I didn’t—I didn’t check it. 

Mr. Morean. It says, “Specify exact number,” and you left it blank. 

Mr. Wynn. Well, I either state either under 500 or over 500, be- 
cause it is absolutely impossible to state the exact number of people 
you have. For instance, last week we had a hundred people out 
with the flu in one of the plants. 

Mr. Morean. And in several instances you have left blank the sec- 
tion that calls for you to represent whether or not you were a regular 
dealer or a manufacturer. Was that also an oversight ? 

Mr. Wynn. That is strictly an oversight. 

Mr. Morean. What was your bid on this invitation? 

Mr. Wynn. I have no idea. 

Mr. Morean. To refresh your memory, your net bid was $2.96. 
The bid submitted in the name of Wynn Enterprises was $3.15 net, 
and you included the discount. Can you tell us why you can submit 
a bid in the name of Southern Athletic that was 19 cents a unit lower 
than Wynn Enterprises? 

Mr. Wynn. Yes; I sure can. I have a skilled shop where we 
can do it better at $2.96 than she can at $3.15 with people not as 
skilled. 

Mr. Ropack. You testified that you used a pool of facilities for any 
of these contracts ? 

Mr. Wynn. That is right. But you can’t use a pool of people. 
You can use a pool of machinery. 

Mr. Ropack. You mean that you have used different skills on a 
contract under one company than you have under another company ? 

Mr. Wynn. Sure. After all, it is a different corporation. 

Mr. Rozacs. For what purpose? 

Mr. Wrwn. For any purpose. In other words, Wynn Enterprises 
is a New York corporation manufacturing trousers. Southern Ath- 
letic Co. is a Tennessee corporation manufacturing trousers, and 
they are people that are skilled in the manufacture of trousers. They 
have manufactured this same thing before in Southern Athletic and 
we could make the garments cheaper. 

Mr. Rosackx. Mr. Wynn, when you make separate bids for separate 
companies, how many times would you refuse to renew the option 
on one bid and not on another? 
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Mr. Wynn. I didn’t refuse to, that I know of. 
Mr. Ropack. You never did that? 
Mr. Wynn. I don’t remember ever doing that. 

Mr. Roracx. Do you recall having done that in the case of Sal- 
vage Co. of Tennessee ¢ 

Mr. Wynn. I might have, as far as they are concerned, I don’t 
know, because that is asking me what happened 

Mr. Roszack. It is a distinct advantage, is it not, for you to renew 
the option on a higher bid and not on a lower bid ¢ 

Mr. Wrwnn. Yes; but I never remember doing it. Of course, you 
know the Government has the right to take that low bid the minute 
it comes in, you know that; I mean, it is not up to me, if the bid is— 
I will tell you what we were going to do one time. We had a bid in 
for $0.45 on some cotton trousers, and we found that our cost was 
too low, and the Quartermaster called me up and said, “Now, we 
want a 15-day option,” and I should have kept quiet, but I said, “I 
don’t think I am going to give you that option.” 

Well, that same day I got a telegram awarding me 300,000 pairs of 
trousers. And what a shellacking we took! 

Mr. Rogack. On this contract with Wynn Enterprises, of which 
= are no longer a director or stockholder yourself, are you standing 

ehind the contract in terms of finances? In other words, when 

Wynn Enterprises, Inc., was rated as financially competent to per- 

form this contract, was that on the basis of credit and financing 

which you represented ? 

Mr. Wynn. Oh, your question is, Did Wynn Enterprises have the 
financial ability to perform the contract ? 

Mr. Rosack. Right. 

Mr. Wywv. I think they have with everything, probably, with the 
exception of bonds. You know you have to be bonded. The banks 
were willing to, on a direct assignment of contract, accept that. You 
know, I can assign the contract to the bank and the money comes 
direct to the bank, and the contractor borrows from the bank and 
applies it against this. And the bank did accept that. I had no 
personal endorsement on the note at the bank. 

Mr. Rosack. Just as a commonsense proposition, did they endorse 
that on the understanding that you were associated with that 
contract ? 

Mr. Wynn. Well, my name is Wynn. However, I told them that 
I would not endorse that contract personally, it had to stand on its 
own feet. 

Mr. Fascetit. Mr. Wynn, you were associated with Wynn Enter- 
prises from when to October 1, 1956? 

Mr. Wyrwn. Yes, sir. 

Mr. Fasceti. From when, from the beginning ? 

Mr. Wrwn. Yes, sir. 

Mr. Fascetn. You organized the company ? 

Mr. Wyrwn. My sister and I did together. 

Mr. Fascetz. And that was in what year that you organized it? 

Mr. Wrnn. 1944—I am not sure. 

Mr. Fascery. And you resigned as president of the company Oc- 
tober 1, 1956 ? 

Mr. Wynn. Yes, sir. 
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Mr. Fascett. How much stock did you own at that time? 

Mr. Wywny. I never owned any stock, sir. 

Mr. Fascetx. All the stock was held by members of your family? 

Mr. Wynn. That is right. 

Mr. Fasceti, So that there was no stock transfer or other con- 
sideration paid to you at the time you withdrew from the company 
October 1, 1956? 

Mr. Wynn. That isright. 

Mr. Fascetxu. So your position after October 1, 1956, financially was 
no different from 1944 to 1956? 

Mr. Wynn. That is right. I never have drawn any money out of 
Wynn Enterprises. 

Mr. Fascety. From the period 1954 to October 1, 1956, what was 
the greatest number of employees employed by Wynn Enterprises? 

Mr. Wrwwn. I have no idea, sir. 

Mr. Fascetu. Less than a hundred ? 

Mr. Wynn. Oh, when they had contracts, they had more than that. 

Mr. Fascetxu. I am talking about direct employees of the company, 
not subcontracts or assignment contracts. 

Mr. Wrwy. I wouldn’t know. We had a plant at Orlando, Fla., 
at one time. 

Mr. Ropacxk. But you are aware, are you not, Mr. Wynn, that this 
company had only two employees? 

Mr. Wynn. Now they do. 

Mr. Ronacx. And for most of the time they have been in business 
they have had ? 

Mr. Wynn. Yes, sir. 

Mr. Ropacx. And they have represented on a Government bid form 
that they had only two employees? 

Mr. Wynn. Yes. 

Mr. Morean. Mr. Wynn, when you state to the Small Business 
Administration that you are a small business, that your company and 
your affiliates are small business, do you ever indicate to the Small 
Business Administration what companies you consider to be affiliates 
of Southern Athletic? 

Mr. Wynn. Well, we actually have no affiliates of Southern Athletic 
Co. I mean, Southern Athletic Co., as you know, is a Tennessee 
corporation, and Southern Sportswear is a partnership, and of course 
T can’t classify a partnership and a corporation as an affiliate, but 
anyhow, they do list the names of the companies. Now, we have 
gone ahead and listed a lot of companies that absolutely don’t work 
anybody: The Emporium Corp.; the Salvage Co. of Tennessee; as 
you see, Wynn Enterprises, two people; M. D. ’ Hays, not any; Wynko, 
out of business, not any; A & T Realty Co., no employees; Alabama 
Shirt and Trouser Co., out of business; Southern Creation, no such 
company: Chiclecraft, I don’t know. In other words, where I own a 
very small stock interest, I don’t control it, and I don’t have anything 
to do with the management whatsoever. 

Mr. Morean. But do you include the stock interests of your wife 
and minor children when you make this declaration 

Mr. Wynn. If they own half of it; yes. If they don’t own half of 
it; no. 

Mr. Morean. Do you include any votes of stock, that might create 
control, in the name of Mr. Ambrose? 
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Mr. Wynn. Mr. Ambrose has no stock except two shares. 

Mr. Morean. Mr. Ambrose has stated that he owns two shares of 
stock in Centre Manufacturing. 

Mr. Wynn. Yes, sir. 

Mr. Morcan. Did you include those two shares of stock when you 
certified that you had no control, or that you did have control over 
Centre Manufacturing at any time? 

Mr. Wynn. At the time—yes; Centre Manufacturing came into it, 
they insisted that I control it, and at the time they had only a few 
employees, and rather than get into a long drawn-out discussion of 
whether I didn’t or did, I just said, “All right, if you say I control it, 
I control it.” 

They had all these people up together, and they still come under 
the 500 employees. That is why the statement was made. 

Mr. Morean. Is it not a fact that you were president, treasurer, and 
a director of Centre Manufacturing for the years 1952, 1953, and 1954, 
during which time you owned 50 percent of the stock? 

Mr. Wyrwnvy. I don’t know, sir, I don’t think so. 

Mr. Morean. If that is a false statement, then—— 

Mr. Amprose. What is the last year, Mr. Morgan ? 

Mr. Moraan. 1954. 

Mr. Amprose. That may be correct. 

Mr. Wynn. I don’t know, frankly. 

Mr. Moraan. And is it not a fact that you have been president and 
director of Majorette Sportswear for the years 1951 through 1956? 

Mr. Wynn. No, not through 1956; no. 

Mr. Morcan. What year did you cease acting as president or 
director of Majorette Sportswear ? 

Mr. Wyrnvy. I believe it was in 1955, I don’t know. 

Was it, Leonard ? 

Mr. Amprose. We would have to determine that. 

Mr. Wynn. We would have to determine that. 

Mr. Morean. Is it not a fact that that stock is presently controlled 
by your brother-in-law and your two children ? 

Mr. Wynn. My brother-in-law controls it, but it is just exactly like 
you would have it, they get nothing out of him. 

Mr. Morcan. What percentage of the stock is owned or in the name 
of your two children? 

Mr. Wyrnv. I don’t know that. 

Mr. Morcan. Will you furnish that? 

Mr. Wynn. Yes, sir. 

Mr. Morcaan. Is it not a fact that you and your family have con- 
trolled the firm of Salvage Company of Tennessee for the years 1951 to 
1956 ? 

Mr. Wywvy. I willsay probably so, there is nothing there to control. 

Mr. Morgan. You mean this firm has no employees? 

Mr. Wynn. At the present time; no, sir. 

Mr. Morean. Does it have any assets? 

Mr. Wynwn. I really don’t know. 

Does it, Mr. Ambrose? 

Mr. Amerose. It has got an old broken-down laundry that nobody 
has ever been able to sell. 

Mr. Wynn. We lost some money in the laundry, twenty- me-odd 
thousand dollars, that took all the money. 
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Mr. Morgan. Has it ever held any contracts for clothing? 

Mr. Wynn. Through the years; yes. 

Mr. Morean. What equipment did it have at that time? 

Mr. Wrwn. Leases of equipment for the Southern Athletic Co. 

Mr. Morean. Did it lease the equipment as well as the facilities? 

Mr. Wywnv. I actually don’t know. That goes back to 1951, 1952, 
and 1953, I believe, doesn’t it? I can’t tell you a thing about that. If 
you want the question we will have to go into it and see exactly what 
the Salvage Co. had and the whole story. I don’t know. 

Mr. Moreay. Is it not a fact, Mr. Wynn, that you were president 
and director of Florida Athletic for the years 1951 and 1952? 

Mr. Wrwn. I probably was, I don’t know, I can’t remember. 

Mr. Morean. When to your recollection did you sever your rela- 
tions with Florida Athletic? 

Mr. Wynn. It was severed years ago. Again, I can’t tell you. 

Mr. Morean. Do not your wife and children own stock in that 
company at present ? 

Mr. Wynn. They still own stock; yes, sir. 

Mr. Morcan. What percentage ? 

Mr. Wynn. I donot know. My brother controls it. 

Mr. Moraan. Is it not a fact that your brother has 50 percent of 
the stock, that your wife has 10 percent, and that each of your children 
has 20 percent ? 

Mr. Wrwnn. I don’t know, sir, I couldn’t tell you. 

Mr. Morean. If that is not correct, would you correct the record, 
sir? 

Mr. Wyny. Yes, sir. I think that percentage is a little bit wrong. 
They don’t have any Government contracts and haven’t had any for 

ears. 
. Mr. Morean. And did you ever include Southeastern Truck Lines 
as one of your affiliates when you stated to SBA that you had less than 
500 employees ? 

Mr. Wrnwn. No, sir; I sure didn’t include it. 

Mr. Morean. You did not include that ? 

Mr. Wynn. No, sir; because they are a trucking line. 

Mr: Morean. And you feel that if they are in an unrelated business 
they should not be included in determining whether or not you are 
small business ? 

Mr. Wynn. That is right. I don’t see where a truck line would 
have anything to do with a textile business. 

Mr. Morean. Does the same hold true of the realty firms? 

Mr. Wyrwn. The realty firms do not work any people, so it wouldn’t 
matter. 

Mr. Morcan. You mean no people at all are on the payroll of A & T 
Realty or the Emporium Corp. ? 

Mr. Wynn. Not that I know of. I know there are none on the 
A & T. I don’t believe there are any on the Emporium, there might 
be someone who prepared the return. 

Mr. Fascety. Mr. Wynn, you don’t have a holding company ? 

Mr. Wynn. No, sir. 

Mr. Fascety. As a matter of fact, you didn’t do it taxwise, did you? 

Mr. Wynn. I am not a taxman, Mr. Fascell; I don’t know; I really 
don’t know. 
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Mr. Fascetn. Do you know whether or not any of these companies 
from a tax standpoint have ever been declared holding companies? 

Mr. Wynn. No, sir. 

Mr. Fascety. That is all, Mr. Chairman. 

Mr. Ropack. Mr. Wynn, have any of your corporations ever made 
any loans to stockholders ¢ 

Mr. Wynn. Have any of my corporations ever lent any money to 
stockholders # 

Mr. Ropack. Their stockholders. 

Mr. Wynn. They might have lent me some. 

Mr. Rozackx. What would be the purpose of that? 

Mr. Wynn. Well, I might run out of money, and if I do I borrow 
it, if they have it, I pay it back, but I borrow it, it is no use to borrow 
it from the bank if one of the corporations have the money. 

Mr. Rogackx. You don’t recall any loans? 

Mr. Wynn. No, sir. 

Mr. Rogacx. What is the policy with regard to any of the corpora- 
tions in regard to dividends? 

Mr. Wynn. We paid very little dividends, we paid some in one of 
the companies years ago. 

Mr. Rosack. Do your surpluses accumulate? 

Mr. Wynn. That is right. We need the money in the business, we 
don’t have enough money to operate now. 

Mr. Fasceiz. Mr. Wynn, have any of the loans that you have talked 
about—made to you pers “arried as capital contributions ¢ 

Mr. Wrxwn. Yes, sir. 

Mr. Fascenu. Yes, sir? 

Mr. Wynn. I don’t know. I know that I always paid it back. 

Mr. Fascety. In other words, you are telling me that all loans are 
carried as Joans and are reflected as such ¢ 

Mr. Wynn. That is right. 

Mr. Fasceti. Do you recall whether or not any such loans have 
ever been questioned by the Internal Revenue Department? 

Mr. Wynn. Well, they weren’t on the books long enough to. We 

tried to clear up ever ything by the end of the year, if it was possible. 

Mr. Rosacx. Have you ever lent any money personally or through a 
corporation to Wynn Enterprises, Inc. ? 

Mr. Wynn. Have I ever lent Wynn Enterprises any money? I 
sure have. 

Mr. Rosack. What would be the purpose of that? 

Mr. Wynn. They needed money, and if I had it, it would be better 
for me to lend it rather than the bank. 

Mr. Rozack. What would they need money for? They were a serv- 
ice corporation that performed service. 

Mr. Wynn. You are speaking of a service corporation now, but they 
were in the civilian pants business, they had to buy piecegoods and such 
as that, and so they needed money. 

Mr. Rogpack. Are you stating that those loans were made for the 
purposes of commercial business to Wynn Enterprises? 

Mr. Wynn. I lent Wynn Enterprises the money lakanee they needed 
it in their commercial business. 

Mr. Ropack. Do you recall that when Wynn Enterprises got their 
current contract they had to obtain the machinery and plant space, do 
you recall that, plant facilities ? 
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Mr. Wrwn. Yes, sir. 

Mr. Rozack. And you executed a lease arrangement through one of 
the companies in which you were interested ¢ 

Mr. Wynn. That is right. 

Mr. Roszack. Now, will you explain to this committee, as a mat- 
ter of interest, why the lease arrangement was notarized in New York 
and Knoxville on the same day ? 

Mr. Wynn. No, I couldn’t. In other words, it either had to be a 
mistake, or someone would have to have taken it to New York. 
That, I can’t answer, but either one could have happened. It could 
have been a mistake, or they could have taken it up there. 

Mr. Rosack. Now, did you take that lease to New York? 

Mr. Wynn. I don’t remember. 

Mr. Rosack. Do you recall the circumstances of your resignation 
around the Ist of October 1956? 

Mr. Wyrwy. I just decided I wanted to quit. 

Mr. Rosack. Did you participate in a meeting of stockholders at 
which that resignation was accepted ? 

Mr. Wynn. Did I participate? 

Mr. Ropack. Yes. 

Mr. Wynn. I believe that my sister and I discussed the matter. 

Mr. Rogack. Do you recall being in New York on or about Octo- 
ber 1? 

Mr. Wynn. I couldn’t remember, but I am sure I could have been. 
After all, I pop in and out of New York all the time. I do a lot 
of business in New York, buying in New York. 

Mr. Rozsack. Where would you have stayed in New York around 
that time? 

Mr. Wynn. The Roosevelt Hotel, the Savoy-Plaza, any place you 
can get in. You know the hotel situation is very tight in New York, 
like it is in Washington. 

Mr. Rosackx. How many meetings of record do you recall attend- 
ing in New York City ? 

Mr. Wynn. I couldn’t say at all. 

Mr. Rosack. Have you ever attended any ¢ 

Mr. Wrwn. Well, if there is a directors’ meeting, I believe it 
takes two or three under the New York law, and it is very easy for 
me to attend one any time I am in New York, if we want to have it. 
I don’t remember those questions at all, sir. 

Mr. Rosack. Do you recall being present at a meeting at which 
you resigned ? 

Mr. Wynn. No. 

Mr. Ropzack. Or at which your resignation was considered ? 

Mr. Wynn. I do know that Mrs. Ross and I discussed the matter, 
and I said, “Yes, this is it, I am quitting.” 

Mr. Ropack. In a letter that you wrote to the contracting officer, 
Captain Caras, in the Philadelphia Quartermaster Depot, under date 
of December 8, 1956, you complimented Captain Caras in cutting 
redtape in connection with one of your contracts. Do you recall 
the circumstances ? 

Mr. Wynn. Read the letter. 

Mr. Ropack. Mr. Morgan, will you read it? 

Mr. Wynn. What did I say to Captain Caras? 
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Mr. Morean. You stated: 


You have been most helpful and most cooperative on the buttons, and, frankly, 
I do like the way you got the redtape cut and out of the way, and if you get the 
zippers approved, I will appreciate it very much. 

Mr. Wynn. Allright. There were some buttons that the laboratory 
claimed that were off one one-hundredths of shade, so we offered to 
let the Government withhold $500 or $600 to cover any additional 
cost that the Government might have if they did not approve the 
buttons. And Captain Caras either agreed to accept the money, to 
withhold it, or either he went to the contracting officer and got him 
to approve the buttons like they were, because they accepted these 
buttons before on a shade tolerance. And rather than—for instance, 
on two contracts that I had, 1 made the goods and finished the com- 
plete contract before I had the buttons approved, and, of course, I 
made them at my own risk. 

Mr. Rozack. Are you aware of testimony presented to this com- 
mittee that of some 60 contracts that you held through various com- 
panies with the Government in the last 6 years, that you were late on 
deliveries on the great majority of them ? 

Mr. Wynn. Now, when you say “late on deliveries,” that covers a 
great multitude of sins. For instance, when we say “late on deliv- 
eries,” he might have delivered that entire contract, and the Govern- 
ment might have been waiting for me to send in, or we might have 
been waiting for that property man to come down and check what 

oods we had left from the contract. The contract might never have 
de closed out, but at the same time, we probably had delivered the 
entire contract. Before a contract is closed, all piece goods have to 
be accounted for GFP; No. 2, you have got to remember, whose fault 
is it on late delivery if the laboratory hasn’t approved some of the 
samples ¢ 

No. 3—I just want to review my—the suppliers, a lot of times, 
they deliver zippers late. And, now, the buckram might be left, 
the thread might be left. We had no control over those whatsoever, 
we were at the mercy of the supplier. For instance, the topnotch 
zipper people in America—lI can call his name but I won’t, I won’t 
embarrass him—they sent us zippers, 50,000 or 100,000, to start the 
contract off or finish the contract, I don’t remember which, the shade 
of the tape was off 2 degrees. The laboratory turned down the tape, 
so we had to close the factory down until we could get more zippers. 
Whose fault wasit? That is the problem. 

Another thing is, you can be at a contract, say you have 300,000 
units, and you come to the end of the contract, during that time you 
will accumulate two or three or four hundred what is called repair- 
ables. Well, the repairables have to go over and be checked and re- 
checked to see if they can be fixed—you know, Mr. Holifield—and see 
if it is possible for us to get those in the right shape, and at the same 
time the contract might have been still open on the books, and yet 
299,920 have been delivered. So many of those cases—I will tell you 
what, I will stake my reputation, my contract deliveries against the 
rest of the country as far as the deliveries—you just check what I 
have been delivering and check the rest of them. Right now, these 
8 or 10 of them that are in very bad-delivery circumstances—just 
check to see how I am on delivery, see the quality of the garment I 
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make, see the saving that I present on the GFP material and the rest, 
and you will find that my record is far ahead of the rest of the country, 
and is outstanding on the items I produce. 

Mr. Ropack. Now, if it is or were the case, that you had more con- 
tracts than you could handle at a given time, that would be the respon- 
sibility of the Government, as far as you were concerned; is that right ? 

Mr. Wynn. If I had more contracts than I could handle? 

Mr. Rozack. They awarded it, and therefore—— 

Mr. Wynn. I wouldn’t say it is the fault of the Government. It is 
just like a man sitting down to eat a 4-pound steak when he shouldn’t 
eat but a 2-pound. Sometimes I may have bitten off more than I 
could chew. I have no fuss with the Quartermaster, they have a hard 
job, with everybody pulling on them wanting contracts, to see that 
the GFP material is out on time. For instance, I might take a con- 
tract and might run into a great deal of illness. We had a flu epi- 
demic in Knoxville. I had 100 people out the other day. 

You know, Mr. Holifield, when you have got one girl on a seam, 
and you bring in a new girl, she can’t do what she should. So, the 
human element enters a great deal into the awarding of contracts. 

Mr. Fasceti. Mr. Wynn, have you made any reportable gifts to 
your immediate family or your in-laws for the years 1951 through 
1956 ? 

Mr. Wrwny. Gifts? 

Mr. Fascetu. Reportable? 

Mr. Wynn. I don’t know if I made any reportable gifts, I stay 
under the requirements. 

Mr. Fascetn. That is, you stay under the requirement of $3,000 per 
year, per person ¢ 

Mr. Wynn. That is right. 

Mr. Fascetz. In other words, you have made gifts but they haven’t 
been reportable; is that it? 

Mr. Wynn. I have a son and a daughter I love very much and a 
very pretty wife. 

Mr. Fasceii. You say you received no salaries from Wynn Enter- 
prises in the entire time you were associated with the company ? 

Mr. Wynn. I believe that is correct. 

Mr. Fascetz. Have you or have you not received salaries from 
Southern Athletic Co. during the time you have been associated with 
them ? 

Mr. Wynn. Some years they couldn’t pay it, so I couldn’t take it. 

Mr. Fascetzt. Do I understand by that, then, that you were on no 
fixed salary arrangement with that company ¢ 

Mr. Wyrwnw. I have a fixed salary, but they couldn’t pay it, and you 
know if you come up in the red, the bank won’t lend you money, and 
rather than be in the red, I would just forgo any salary. I have 
other income. 

Mr. Fascett. You saved whatever salary you might have ¢ 

Mr. Wynn. That is right. 

Mr. Fasceti. When it was due and the company couldn’t pay it? 

Mr. Wynn. Yes, sir. 

Mr. Fascetzi. Was the salary paid to you over a period of years a 
variable salary or a fixed salary ? 

Mr. Wywy. It is pretty fixed. I will tell you what it is. [ama 
little bit ashamed of it, but I will tell you if you want to know. 
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Mr. Fascetx. If you want to volunteer it, all right. 

Mr. Wynn. I am a little ashamed of it, and so I won’t tell you. I 
am a little bit ashamed that a man as smart as I am don’t make any 
more money. 

Mr. Fascett. Do you draw salaries from the Southern Aviation 
Co. ? 

Mr. Wywvy. So far; no, sir. This company is a new company; you 
know, it hasn’t had its first fiscal year yet. 

Mr. Fascett. Have you been drawing salaries from Southern 
Sportswear Co.? 

Mr. Wynn. That is a partnership. I have drawn salaries out of 
that, and also whatever has been divided at the end of the partnership 
year. 

Mr. Fasceii. Do you have a drawing account against which you 
can draw from the partnership ‘ 

Mr. Wynn. Yes, sir, I can draw from it if I want to. I control it. 

Mr. Houtrrecp. Mr. Morgan. 

Mr. Morcan. Mr. Wynn, is there any company by the name of M. 
D. Hays Manufacturing Co.? 

Mr. Wynn. Well, I will tell you what, Mr. Hays wanted to bid on 
an item, and I didn’t care anything about bidding, and he said, “Will 
you make a deal with me to lease these facilities if I get the contract ?” 

And I said, “If you can, go ahead.” And that is the whole thing. 
He made one bid. 

Mr. Morcan. Was this company incorporated ? 

Mr. Wyrwny. I don’t know. I don’t think so. I think he was prob- 
ably taking it as a wholly owned company. 

Mr. Morcan. Were you not listed in the information supplied to 
the Air Force in 1954 on that bid as a secretary-treasurer of the com- 
pany ? 

Mr. Wynn. If I was, I didn’t know anything about it. If he wanted 
to list me, it was perfectly satisfactory, because he is a very fine and 
honorable man. 

Mr. Morgan. Is it the usual practice of these companies not to com- 
pensate the officers or the directors of the company in any way ? 

Mr. Wynn. We don’t have the money to compensate the directors. 
If you don’t work, you don’t get paid. 

Mr. Morgan. How about the officers? 

Mr. Wynn. Well, if the officers don’t work, they don’t get paid. 
Most of the officers in there work, and we don’t have any deadwood, 
everybody works. ' 

Mr. Rospack. You mean that all these officers get salaries in all these 
companies ¢ 

Mr. Wynn. No. For instance—— 

Mr. Ropack. Well, there are many officers who are close relatives or 
friends in the various corporations that were cited this morning. Now, 
do any, or most of them, receive any salaries? 

Mr. Wynn. If they work, they receive them. If they don’t, they 
don’t. That is the answer. i 

Mr. Rorack. You mean they get intermittent payments? 

Mr. Wynn. It they don’t work, they don’t. For instance, Mr. Am- 
brose is an officer. He doesn’t get paid. The poor lawyer, he is starv- 
ing to death, but actually he doesn’t get paid unless he works. 
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Mr. Rosackx. You mean he works for the company out of benevo- 
lence or good will? 

Mr. Wynn. That is what he has been telling me. 

You folks are going to cost me some money. 

Mr. Fascent. Mr. Wynn, I believe 1 understood you to say earlier 
there had been no declaration of dividends in the several companies, 
the Centre Manufacturing Co., Majorette Sportswear, the Salvage 
Company of Tennessee’ 

Mr. Wynn. No, sir; they have needed alt their money. 

Mr. Fascenu. The Southern Athletic Co. 

Mr. Wynn. They have needed all their money. 

Mr. Fasceti. The Southern Aviation Manufacturing Co., the Flor- 
ida Athletic Co., and the Wynn Enterprises / 

Mr. Wynn. There have been no dividends. 

Mr. Fasc Therefore, if there has been any money paid by any 
of these sein it has been paid strictly in salaries ? 

Mr. Wynn. And going back into surplus for operating capital. 

Mr. Fascen,. Well, do I understand by that that these companies 
are carrying surplus on the books now ? 

Mr. Wynn. Well, we have what we call a surplus account. I mean, 
you will have a paid-in capital, and you will have surplus and un- 
divided profits. 

Mr. Fasceti. Did any of these companies that I have listed carry 
undived profit accounts ? 

Mr. Wynn. They carried surplus, I believe. 

Mr. Fasceit. Did they carry any undivided profits account? 

Mr. Wynn. I believe we put that in surplus rather than undivided 
profits. I was thinking of the bank—in other words, if Southern 
Athletic Co.—they might carry theirs as surplus, I don’t know ; I don’t 
know how the people carry it. That is a technical question I am not 
familiar with, because I am not a bookkeeper. 

Mr. Fascentn. All right. With respect to Southern Athletic Co., it 
was organized in 1951, was it? 

Mr. Wynn. Southern Athletic? 

Mr. Fascetn. Yes. 

Mr. Wynn. 1938. 

Mr. Fasceti. Have the stockholders remained the same in that 
company since 1938, from 1938 to date ? 

Mr. Wynn. No, sir. 

Mr. Fasceiu. There have been stock transfers, have there / 

Mr. Wynn. Yes, sir; we have outside stockholders. 

M.r Fascreii. But you control 90 percent of the company ! 

Mr. Wynn. Now, I didn’t at that time; no. At one time I con- 
trolled only 50 percent. 

Mr. Fasceiy. Was the major capital contribution of that company 
made by you as an individual? 

Mr. Wynn. Yes, sir. 

Mr. Fascety. Was the major capital contribution of the organiza- 
tion of the Salvage Company of Tennessee made by you as an in- 
dividual ? 

Mr. Wywn. Yes, sir. 

Mr. Fasceti. Is that true also of Southern Aviation Manufactur- 
ing Co.? 
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Mr. Wynn. Yes, sir, a thousand dollars was put in that one. 

Mr. Fascetzi. And the Florida Athletic Co. ? 

Mr. Wynn. No, the Florida Athletic Co., I think that was—I am 
sure orginially when it started it was a 50-50 proposition between my 
brother and I. 

Mr. Fascetu. Do I understand by that that your brother put up 
half the capital ? 

Mr. Wynn. That is right. 

Mr. Fascetn. Wynn Enterprises, who made the capital contribu- 
tion originally ? 

Mr. Wxnn. The same way, Mrs. Ross put up half the money. 

Mr. Fasceitv. And you put up half the money ? 

Mr. Wynn. I put it up for my children and my wife. I think it was 
$500, I believe, or a thousand. 

Mr. Fascety. All of these were the minimum requirements of the 
State law in order to organize a corporation ¢ 

Mr. Wynn. According to what we had in mind, if it took more 
money, we put in more money. It was according to what we were 
going into. If it took more money, we started the corporation with 
a great deal more. 

Mr. Fasceti. Then, with respect to Centre Manufacturing Co., 
Majorette Sportswear, Salvage Company of Tennessee, Southern Ath- 
letic Co., Southern Aviation Manufacturing Co., Florida Athletic 
Co., and Wynn Enterprises, the capital contributions on all of these 
companies were the mmimum required by the State laws in order to 
incorporate / 

Mr. Wynn. No. I wouldn’t say so. 

Mr. Fasce.tt. Would you designate those which were not the mini- 
mum capital contributions? 

Mr. Wynn. It would be impossible at this time. Do you realize that 
goes back to 1938? 

Mr. Fascety. How about additional contributions to capital made 
to Southern Atheletic Corp. ? 

Mr. Wywny. I put in money, yes, they needed money at different 
times, and I put it in myself. 

Mr. Fasceti. So when these companies required additional contri- 
butions to operate, you personally put it in? 

Mr. Wrnvn. If I owned it and controlled it. Of course, I am not 
bighearted enough to put it in if I have someone else that owns half 
of it. 

Mr. Fascetn. Now, those capital contributions are distinguished, 
are they not, from the loans about which you testified earlier? 

Mr. Wynn. Oh, yes. 

Mr. Fascern. Have you made capital contributions, subsequent con- 
tributions to Southern Athletic Co. ? 

Mr. Wynn. Subsequent to organization ? 

Mr. Fasceti. Subsequent to your original capital contribution, have 
you made additional capital contributions to Southern Athletic C 0.2 

Mr. Wynw. Yes. 

Mr. Fascrerm. Is that also true of Southern Aviation Co.? 

Mr. Wynn. No. 

Mr. Fascetu. Is it true of Southern Sportswear Co. ? 

Mr. Wyrwn. Oh, yes. 
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Mr. Fascety. Is it true of Florida Athletic Co. ? 

Mr. Wynn. No, I don’t think so. I can’t remember that. 

Mr. Fasce tt, Is it true of Wynn Enterprises, Inc. ? 

Mr. Wynn. No. I don’t think so. 

Mr. Fascerxu. Well, we have the situation, if I understand you cor- 
rectly, Mr. Wynn, and that i is, there have been no stock dividends or 
cash dividends of any kind. 

Mr. Wynn. I might have one—— 

Mr. Ambrose. May I interject something here? 

Mr. Fasceiz. Well, if you want to respond to the question from 
personal knowledge I would be glad to have you do it, but if you want 
to qualify it—— 

Mr. Amprosz. I would say this 

Mr. Fascety. Let him answer the question, and if you want to 
qualify it you certainly have that right. 

Mr. Wynn. There might have been some of the companies—this 
goes from 1938 on, and I can’t recall from 1938 to 1957, I mean, this 
is a period of 19 years. 

Mr. Fasceti. I wouldn’t expect you to, it is unreasonable. 

Mr. Wynn. That is right, it would be absolutely impossible to tell 
you that. Somewhere along the line one of the companies might 
have—I believe the Hall-Tate Co. paid a dividend, and, now that 
I recall it, some of the other companies, but I don’t know. After all, 
when you are in the sewing business you can’t spend too much time 
on books. That is my job, ‘selling the product that we manufacture. 

Mr. Fasceti. Do you know how much money is owed to you by 
the corporations under your control which have Government 
contracts ? 

Mr. Wynn. No. But I can assure you if they owe me any I will 
get it from them. 

Mr. Fascriu. I don’t doubt that, but I just asked you if you remem- 
ber how much the corporations owe you at the present time. 

Mr. Wynn. No; I do not. 

Mr. Fascetz. You don’t know if it is $100 or $1,000? 

Mr. Wynn. I can assure you it is not $100,000. 

Mr. Fascext. I think you can also assure me that it is not $100 
either. 

Mr. Wyny. That is right. That gives us a lot of latitude. 

Mr. Hottrirevp. We are going to adjourn this meeting and meet at 
2 o'clock this afternoon. We will ask the present witnesses to return. 

(Whereupon, at 12:15 p. m., a recess was taken until 2 p. m. of the 
same day.) 





AFTERNOON SESSION 


Mr. Houtrreip. The subcommittee will be in order. 

Mr. Wynn. will you please take the witness chair? 

Mr. Roback. 

Mr. Amprose. Mr. Chairman. 

Mr. Howtrievp. Mr. Ambrose. 

Mr. Amprosr. There are two matters that Mr. Wynn and I dis- 
cussed a little at lunch that will take a very brief time that we would 
like to sort of clarify. 

I gathered that there might have been certain impressions here that 
he would like to make clear. 
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FURTHER STATEMENT OF HERMAN D. WYNN, PRESIDENT, SOUTH- 
ERN ATHLETIC CO., INC.; ACCOMPANIED BY LEONARD AMBROSE, 
ATTORNEY 


Mr. Wynn. There was something asked me with regard to the mini- 
mum capital that went into these corporations. 

The majority of the companies did start with a minimum capital 
and the earnings were plowed back into the business to be able to take 
care of its business. 

I would like also to clarify the duties of the New York office. It 
had temporarily escaped me that the New York office buys about 60 to 
70 percent of all the civilian raw materials that are needed in the 
manufacture of our suit and trouser line, and they also sell, spend 
some time selling to the New York trade and to the area around New 
York that comes into the New York office. 

They do other things besides buy Government raw materials. I 
just wanted to clarify ‘that so you would know what other work that 
the New York office does. 

Mr. Rosack. Can you further enlighten the committee as to whether 
contracts received in the name of Wynn Enterprises, Inc., were sub- 
contracted or otherwise performed in plants of other companies ? 

Mr. Wyrww. I cannot tell you now where those contracts were per- 
formed, frankly. I do not know whether they were copttaiad in 
Knoxville or where they were performed. 

Mr. Ronack. Suppose on any given contract there were a matter of 
dispute which would require some kind of a price adjustment. If 
Wynn Enterprises got the contract, would the Government be nego- 
tiating with Wynn Enterprises ? 

Mr. Wynn. Yes; they would have to negotiate with Wynn Enter- 
prises or a representative of Wynn Enterprises. 

Mr. Rozack. Did the Government make the payments to Wynn 
Enterprises ? 

Mr. Wynn. All the checks have to be made to Wynn Enterprises, 
unless the contract was assigned to the bank. If the contract was 
assigned to the bank which is frequently done, then the check goes 
directly to the bank. 

Mr. Ronacx. So that the contracts of Wynn Enterprises aside from 
the question of assignment to the bank would reflect Government 
payme nts on the contracts to a company known as Wynn Enterprises, 
Inc. ? 

Mr. Wynn. The checks would be made to them. The Government 
has no other right to make the check to anyone but Wynn Enterprises 
since the contract is made with Wynn Enterprises. 

On subcontracts where it is made definitely on a subcontract, I 
believe on that they still have to make the chee ‘k to the Wynn Enter- 
prises. I am not sure what is the legality on it, whether it goes to the 
subcontractor or whether or not it goes to the prime contractor. 

Mr. Rosackx. You do not know what company actually received 
checks on the contracts that were awarded to various companies? 

Mr. Wynn. No, sir. That has been back in 1951, 1952, and 1953. 

Mr. Rosack. You would not know? 

Mr. Wy nN. No, sir; I handle none of the bookkeeping transactions. 

Mr. Rozack. Did you testify this morning that any of the com- 
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panies, that any or all of the companies that received contracts, owned 
or leased machinery to perform those contracts ? 

Mr. Wrnn. To the best of my knowledge they leased machinery or 
were in a position to if they were not subcontracts. 

Mr. Rosack. In those cases they would not be subcontracted ? 

Mr. Wynn. I am sure they would have been back in those days, 
As I say again, I cannot remember. You are asking me to go back 4 
or 5 years. 

Mr. Rozack. Do you know as a matter of fact whether in the case 
of Wynn Enterprises, Inc., there was a performance with its own 
machinery, leased or purchased, or was it subcontracted ? 

Mr. Wynn. I don’t know how it was handled; no. 

Mr. Rozgack. You don’t know? 

Mr. Wynn. No. That is going back 5 or 6 years. I cannot remem- 
ber the thing. 

Mr. Rosackx. Mr. Ambrose, if Wynn Enterprises, Inc., performed 
any of these contracts with machinery owned or leased by it, would it 
have been required to domesticate in the State of Tennessee ? 

Mr. Amprosz. That is a legal question. I don’t know. 

Mr. Rosack. It is a legal question but you don’t know it as counsel 
and member of the corporation ? 

Mr. Ameprose. I said that is a question of law. 

I don’t think I need to give you a legal opinion here. Frankly, we 
don’t know who did the work on these contracts. The place to get it 
is right from the procurement offices because they have that infor- 
mation. 

Mr. Rosack. Is it up to the procurement officer as to who he is going 
to make the Government payments to? 

Mr. Ameprose. I don’t understand all the mechanics, but I mean 
there is evidence in your governmental files as to how these contracts 
were performed. 

Mr. Rovack. You don’t understand the mechanics and we don’t 
either. We are trying to find out, Mr. Ambrose. 

Mr. Ameprose. I will admit that we don’t know everything about 
Government contracting except it is complex. 

Mr. Rowacx. Can you enlighten the committee as to the extent of 
the machinery owned by Wynn Enterprises, Inc. ? 

Mr. Wynn. No, sir. Machines bought back in the forties that I 
can remember in the fifties; no, sir, I can’t remember. 

Mr. Rosacx. You don’t have any recollection of how much machin- 
ery was used on Government contracts? 

Mr. Wynn. Sure it was used on Government contracts because 
when it was bought they were used on civilian and then on Government 
contracts later. 

Mr. Rosack. Where is the machinery ? 

Mr. Wynn. It is being used now. 

Mr. Rogack. Who owns it now? 

Mr. Wynn. It is owned by Wynn Enterprises. 

Mr. Ropack. Has it been used by any other company ! 

Mr. Wynn. I don’t know. If we need machinery and it is sitting 
around, you could be assured that we would use it. 

Mr. Hotrrrecp. Mr. Wynn, do you mean to tell this committee that 
you do not carry an inventory sheet on machinery owned by the Wynn 
Enterprises ? 
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Mr. Wynn. No, sir, because it was depreciated off, and for a while 
it was not used at all, for a great deal of the time there. 

Mr. Houirtexp. But it does represent assets, doesn’t it ? 

Mr. Wynn. Not if it is depreciated off, it does not, sir. 

Mr. Bidaxievie p. You mean to say then that from the standpoint of 
insurance or accountability, that you do not keep a record of machinery 
which you own, even though it has been amortized off ? 

Mr. Wynn. After it has been depr eciated off we do not, sir. 

Mr. Houirrevp. You don’t keep any record, so you do not know how 
many sewing machines or how many cutting instruments that Wynn 
Enterprises owns ? 

Mr. Wynn. No, sir. 

Mr. Hottrrecp. You don’t know whether it is 5 or 50 or 100% You 
have no concept ¢ 

Mr. Wynn. At the time there at the shop they owned around 100 
machines back in the forties. 

Mr. Howtrteip. One hundred sewing machines ¢ 

Mr. Wynn. Sewing machines and a couple of cutting knives, you 
know, the things that make up a small factory. 

Mr. Howtrmip. You have no way now of knowing whether you 
have got 100 or 25? 

Mr. Wynn. No, but we can go back and try to reconstruct it if it is 
possible. I don’t see how we can but we will try it if you want us to. 

Mrs. Grirerrus. Mr. Chairman, could I ask a question ? 

Did you purchase all the equipment yourself or on some of the con- 
tracts during wartime did the Government purchase the equipment? 

Mr. Wynn. Onthe Wynn Enterprises ? 

Mrs. Grirrirus. Yes. 

Mr. Wynn. Oh, it was purchased originally on civilian business. 

Mrs. Grirritus. It was? 

Mr. Wynn. Yes. 

Mrs. Grirrirus. Did you ever have any or use any that was pur- 
chased by the Government ? 

Mr. Wynn. Did I ever have any what? 

Mrs. Grirrirus. Did you ever have any equipment that was pur- 
chased by the Government, using the equipment that was purchased by 
the Government ? 

Mr. Wynn. That the Government purchased ? 

Mrs. Grirrirus. Yes. 

Mr. Wynn. No,no. You mean sewing machines ? 

No, they never purchased any of my equipment. 

Mr. Morean. How about baling machines? 

Mr. Wynn. Baling machines, I think we bought some from the 
Government. 

Mr. Morean. Or you acquired them through a facility contract? 

Mr. Wynn. We bought baling machines from the Government. 
We bought them on sealed bids. 

Mr. Morean. Did you ever have a contract with the Government 
for the use of such equipment on any of your contracts, in the name 
of Wynn Enterprises ? 

Mr. Wynn. Didleverhave? I would not know that. 

Baling machines ?¢ 

Mr. Morcan. How many contracts has Wynn Enterprises had with 
the Government since 1951, Mr. Wynn? 
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Mr. Wynn. I have no idea. 

Mr. Morean. You have not learned of that in the past several 
months? 

Mr. Wynn. No, sir. 

Mr. Moraan. Since this committee has been interested in this? 

Mr. Wynn. No, sir. 

Mr. Ropackx. What did you testify was the current indebtedness 
to Mr. Ross from Southern Athletic Co. ? 

Mr. Wynn. I said that Mr. Ross, we owed Mr. Ross $1,500. 

Mr. Ropack. Why do you owe him that money ? 

Why hasn’t it been paid? 

Mr. Wynn. Actually he has never asked for it and we are not ones 
to pay it unless someone asks for it. The statute of limitations has 
already run on it. I might not pay him, but we actually owe him 
$1,500. 

Mr. Ronack. Did you testify that two checks of $500 each were 
paid to Wynn Enterprises but were erroneously credited as a pay- 
ment to him ? 

Mr. Wynn. Actually I would have to get the bookkeeping trans- 
action on the thing, but these two checks ‘that were charged against 
Mr. Ross was actually paid to Wynn Enterprises. 

As of today we owe Mr. Ross $1,500, and in 1951 we owed Mr. Ross 

2,000, and in January, the 3d or 23d or something of 1953, we paid 
him $500 and charged it back against these accrued commissions in 
1951, so we owe Mr. Ross $1,500. 

Mr. Rorack. How did you establish that indebtedness ? 

Was that on the basis of the fact that you had not paid him a cer- 
tain salary in the past ? 

Mr. Wynn. Mr. Ross worked on a drawing account and a com- 
mission. 

Mr. Rorack. He received payments against a drawing account ? 

Mr. Wynn. Whatever he sold. 

Mr. Rorsack. How do you account for the fact that all his pay- 
ments were $500 each ? 

Mr. Wynn. That was his drawing account. 

Mr. Ropack. And the indebtedness was the amount which he had 
not yet received measured against the commissions that he earned? 

Mr. Wyny. It is just like any salesman. They have a drawing 
account and they have the commissions to apply against it. Some- 
times they are above it, sometimes they are below it. 

Mr. Ronack. Had you ever made any payments to Wynn Enter- 
prises in the denominations of $500 each except for those two? 

Mr. Wynn. I don’t remember. 

Mr. Fascetxt. May I ask a question, Mr. Chairman ? 

Mr. Houtrrevp. Mr. Fascell. 

Mr. Fascetit. Mr. Wynn, you said the total indebtedness to Mr. 
Ross was $2,000 and you paid $500 in 1953 and you owe him $1,500? 

Mr. Wrwn. Yes, sir. 

Mr. Fascetyi. Does the $2,000 represent the total amount of draw- 
ings to which he was entitled ? 

Mr. Wynn. Commissions to which he was entitled. 

Mr. Fascetzt. And the $2,000 represents commissions ? 

Mr. Wynn. That is right. It was not an even $2,000. It was 
$2,034.20, and it is $1,500 and some odd dollars and some cents. 
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Mr. Hortrrecp. Mr. Eckhart ? 

Mr. Ecxuart. I believe this morning in your testimony, Mr. Wynn, 
you distinguished between a boat and a ‘yacht a 

Mr. Wynn. Yes, sir. 

Mr. Ecxuarr. Your total sales for the period ending November 30, 
1955, for Southern Athletic Co. amounted to $2,200 and some e thousand 
dollars. 

Does that include Government sales ? 

Mr. Wynn. Iam sure it does. 

Mr. Ecxnarr. How do you break down your fixed expenses when 
you merge the expenses of contract work with the Government and 
commercial work ? 

Mr. Wynn. That is done on a formula with the auditor that has 
been approved by the different agencies that check your books. 

Mr. Ecxnarr. You indicated this morning that you have not allo- 
sated nor charged the expense of any Government contract ? 

Mr. Wynn. I said I did not know, sir. 

Mr. Ecknart. Let me ask you now then if you do merge the sales 
from both the commercial business and the Government business and 
your experses of doing business show you have had an annual expense 
for a yacht of approximately $3,170 for 2 yearly periods, would you 
say that that is charging any of the expenses against the Government 
contract ? 

Mr. Wynn. I don’t know how it is charged. Actually, I pay part 

of that myself against the yacht. 

Mr. Rozack. Do you hi ave 1 boat or 2 boats, Mr. Wynn 4 

Mr. Wynn. One, sir. 

Mr. Ecknarr. What about the insurance account, the insurance 
that you have to take out on your property there and is used for both 
commercial purposes and for Government contract ¢ 

Are those accounts merged ? 

Mr. Wynn. I don’t know. I would assume they would be a pro 

rata share against each one. 

Mr. Ecxnart. Can you explain why your auditor would have a 
statement of schedule of fixed assets and reserves for depreciation 
as of November 30, 1955, of 2 boats, 1 in Florida acquired in November 
of 1953 and 1 in Tennessee acquired in November of 1955? 

Mr. Wynn. Oh, that is a little old skiff. It is not a boat. 

Mr. Ecxuarr. These expenses are charged against the business, sir ? 

Mr. Wynn. Sir. 

Mr. Ecxuarr. They are charged against the business ? 

Mr. Wynn. I don’t know. You mean the expense of handling 
the boats? 

I pay a pro rata share on the boats which has been worked out with 
the Internal Revenue Department. 

Mr. Ecxnarr. And that is accepted whether or not you are doing 
Government contract work ? 

Mr. Wynn. That is right, sir. 

Mr. Ecxnarr. In connection with the residence in West Palm 
Beach; is that correct, it is located in West Palm Beach ? 

Mr. Wynn. In Palm Beach. 

Mr. Eckxuart. That was acquired in 1955? 

Mr. Wynn. No,sir. It was acquired before that. 

Mr. Ecxuarrt. In 1952? 
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Mr. Wwnvn. I believe so. 

Mr. Ecxuarr. You testified this morning that that is owned by 
the corporation but that you pay rent ? 

Mr. Wynn. That is right. 

Mr. Ecxuarrt. To the corporation when you use that residence ? 

Mr. Wywy. I use it for a short time out of the year. 

Mr. Ecxuarr. What period during the year do you use it? 

Mr. Wynn. Well, sometimes I come down the ist of January and 
sometimes I come down the middle of January, and then sometimes I 
leave the middle of March and sometimes I leave the latter part of 
March. Many times I have stayed on until April 8 or 9. 

Mr. Ecxuarr. Do you rent it on a monthly basis or what period? 

Mr. Wynn. We pay rent, we agreed on a fixed rent and that is 
what I pay. 

Mr. Ecxuarr. Could you tell the committee what that rent is for 
that home? 

Mr. Wynwvy. I paid I[ think for 3 years, I believe I paid 2 years, I 
believe I paid $3,000 for those 2 or 3 months and then I paid $1,500 
in the last year or two. 

First the rent ran about—if you want to put it on a monthly basis, 
it ran about a thousand dollars a month I was paying. 

Mr. Ecxnartr. Do you recall whether or not you paid this in cash 
or whether you wrote a check? 

Mr. Wywwn. I believe that I wrote a check 1 year. I don’t know, 
frankly. I know it is on the books. 

Mr. Ecxnarr. Did you write that on your personal account ? 

Mr. Wynn. Oh, yes. 

Mr. Ecxuart. Is is possible that you could have had one of your 
other company accounts and your personal account confused at any 
time so that one company would be paying the cost of this? 

Mr. Wywn. I would not think so. Those charges are scrutinized 
very closely by the Department of Internal Revenue. 

Mr. Ecxuartr. The committee is particularly interested, Mr. Wynn, 
in finding out how you determined what fees, commissions, or other 
indebtedness that you people might get yourself into in connection 
with the Wynn Enterprises Company. The books reflect that there 
have been payments of approximately eight, nine, ten, eleven, twelve 
thousand dollars during the year of 1956 to Southern Athletic, and 
Southern Sportswear made payments aggregating $21,000 on the 
identical day, the 30th of August 1956. 

Could you advise the committee what criteria, what schedules or 
what consideration 

Mr. Wynn. The amount of work that the firms 

Mr. Ecxuartr. How is the work measured, Mr. Wynn? 

Mr. Wyrwwn. I decide that myself. 

Mr. Ecxuarr. How do you decide it, on a basis of what actual 
facts? 

Mr. Wynn. How much work they have done, how much it has cost 
to run the office, what have they performed in the way of civilian 
sales, how much they have sold. 

There is a lot determines it. It is entirely up to me. 

Mr. Ecxuart. You just estimate it? 

Mr. Wynn. Yes, sir. 
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Mr. Ecxuarr. Do you do that with all of your accounts, Mr. 
Wynn ? 

Mr. Wywn. I don’t have but one sales office. 

Mr. Ecxuart. I mean if you are dealing with other companies—— 

Mr. Wynn. Sir? 

Mr. Ecxuart. If you are dealing with other companies and those 
companies bill you as Wynn Enterprises has done, do you have any 
way of determining whether or not it is correct ? 

Mr. Wynn. We do not have any similar type setup as that. That 
is the only one that we have a sales office. 

Mr. Ecxuart. I am talking in terms of any bills that come into 
your office. 

Do you question them? Do you have accountants or auditors? 

Mr. Wynn. I have a bookkeeper. 

Mr. Ecxuarr. Does he determine whether or not the accounts are 
actually due ¢ 

Mr. Wynn. He knows. He receives reports. You mean for goods 
that is shipped into us # 

Mr. Eckuarr. For any purpose at all. 

Mr. Wynn. He determines when the bills come in and someone 
O. K.’s them. 

Mr. Eckuart. Does he review these invoices which are generally 
venerated at W. yn. Enterprises company and submitted as invoices 
for mill peer, fees 

Mr. Wyn That} is right. 

Mr. Eckuarr. What criterion does he use, if any, to determine 
whether or not- 

Mr. Wynn. The bookkeeper ? 

Mr. Ecxuarr. Yes, sir. 

Mr. Wynn. He does not use any. Iam the owner and president 
of the company. It would be just like the Secretary of States ques- 
tioning Mr. Eisenhower on something that he O. K.’d. I mean I am 
the final authori ity on it; if I decide that W ynn Enterprises had done 
a great deal of work and they have sold a lot of civilian suits and 
they have bought a lot of goods and they have made us money and 
they have had a lot of telephone calls and that the girl is making 
$75 or $80 a week and so on and so forth, then I sit down, figure it 
all out and say they are entitled to $8,000 out of this company and 
$12,000 out of the other. 

Mr. Ecxnarr. Has the Internal Revenue Bureau or any other de- 
partment of the Government approved this type of doing business ? 

Mr. Wynn. They have checked my books right along. 

Mr. Ecxuarr. Is it possible that you could determine in 1 year that 
$22,000 was due and in another year $15,000 was due, just by trying 
to keep in your mind a record of all these transactions ? 

Mr. Wynn. No, but we can tell how much sales amount to, sir, 
how much work has been done. That is the criterion of it. If they 
have sold a lot of suits and we had good business and they have run 
up a lot of expenses, then they cert: ainly are entitled to more than a 
person—it is just like any other thing. They are paid on what they 
produce. 








164 MILITARY CLOTHING PROCUREMENT 


Mr. Rosack. Is this one of the criteria you use in paying Wynn 
Enterprises? In the letter of October 23, 1956, you wrote to Mrs, 
Ross as follows: 

DEAR CLAIRE: Enclosed you will find check for $5,000. This should relieve 
you temporarily of your embarrassment. 

Sincerely, 
BREEZY. 

Mr. Wyrwn. She needed money. We owed her money from the 
previous year and she was overdrawn at the bank or in that position 
and she called up and said “I need money,” so that money was paid 
on a previous year, if you will check the records. 

Mr. Ecxuarr. Why didn’t you pay her in the year that you owed 
her? 

Mr. Wynn. Why didn’t we pay her in the year? 

Mr. Ecxnarr. Yes. 

Mr. Wynn. We did not have it. We are one of the finest concerns 
in the country that always has an overdraft position. 

Mr. Ecxuart. You mean the company did not have the money ¢ 

Mr. Wynn. Exactly right. 

Mr. Fascett. Mr. Chairman, may I inquire? 

Mr. Houtrrevp. Mr. Fascell. 

Mr. Fascett. Mr. Wynn, as I understand it now, for overhead 
management services by Wynn Enterprises 

Mr. Wynn. And selling. 

Mr. Fascett. Overhead, management and selling services by Wynn 
Enterprises that you, as president of a subcontrac ting company, say 
Southern Athletic or Southern Sportswear or some “other company 
in which you have the controlling interest arbitrarily determine the 
amount of money each year which you would pay to Wynn Enter- 
prises; is that right? 

Mr. Wynn. That is right,sir. Let’s rule out subcontractor in there 
because since we started this arrangement—you see, originally before 
for the years 1951, 1952, and 1953 she was paid on a commission basis. 

Mr. Fascetu. 1951, 1952, and 1953, Mrs. Ross was paid on a com- 
mission basis ? 

Mr. Wynn. Wynn Enterprises. 

Mr. Fasceit. W ynn Enterprises was paid? 

Mr. Wynn. That is right. 

Mr. Fasceit. That was on 

Mr. Wywy. For civilian work. 

Mr. Fascetzi. That was for civilian work only? 

Mr. Wynn. That is right; and she worked all these years on Gov- 
ernment stuff that they did not get anything paid for. 

Mr. Fascett. And what you are saying now is that any payments 

made by any of your companies, that is the companies that you con- 
trol through Wynn Enterprises during the years 1951, 1952, and 1953 

yas on a fixed percentage basis? 

Mr. Wynn. From Southern Athletic Co. 

Mr. Fascett. From Southern Athletic only? 

Mr. Wynn. The commissions were from Southern Athletic Co. as 
far as civilian sales were concerned. She was probably paid seven, 
eight, or ten thousand dollars from Southern Sportswear to do the 
buying and selling, the same situation up there. She was paid on 
a fixed fee in those years. 
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Mr. Fascetz. Then as I understand it, Southern Athletic had a deal 
in 1951, 1952, and 1953 with Wynn Enterprises for civilian sales on a 

ercentage basis ? 

Mr. Wynn. That is right. 

Mr. Fascrit. And those payments were made, and then you changed 
this system around? 

Mr. Wynn. That is right. 

Mr. Fasceu. In 1954¢ 

Mr. Wynn. I believe that is correct. After all, ] am 

Mr. Fascetu. In 1954 then you got off the percentage for commis- 
sions ? 

Mr. Wynn. That is right. 

Mr. Fascett. You got off the fixed-fee thing and you arbitrarily 
made a payment to W ynn Enterprises on what you thought their 
services were worth ¢ 

Mr. Wynn. That is right, what I thought Wynn Enterprises serv- 
ices were worth, No. 1, for selling and buyi ing of civilian goods; No. 2, 
the buying of Government component parts. 

Mr. Fascetx. And since you could arbitrarily allocate the amount 
of payment, or you could actually arbitrarily determine the amount of 
payment, you c ould pay them zero or anything you wanted to? 

Mr. Wynn. Y on might notice that my payments are very small. 

Mr. Fascetz. I don’t know. I have not checked your payments. 

Mr. Wynn. I mean the records will show. 

Mr. Fasceti. I am just trying to find out what your arrangement 
was, and if I understand it cor rectly, your arrangement was beginning 
in 1954 that you could pay him anything that you personally decided ? 

Mr. Wynn. That is right. 

Mr. Fasceti. So there was no billing involved, no contracting, 
nothing ? 

Mr. Wynn. That is right. 

Mr. Fasceti. Just a question of what you decided to pay Wynn 
Enterprises ? 

Mr. Wynn. Yes,sir. 

Mr. Fascett. Now what you are telling us today . the arrange- 
ment was, on this basis of you personally deciding it, that it was 
actually for overhead, management services, sales of civilian prodnets 
and the furnishing of component parts for milit: ary contracts? 

Mr. Wynn. Buying of component parts; yes. 

Mr. Fascery. Let me see if I can get some other factors clear, and 
if I make a statement that is incorrect, I would appreciate it if you 
would correct me. 

I understood that in most of these companies that you personally 
receive no salary, or very little ? 

Mr. Wynn. That is right. 

Mr. Fascet. Also I understood that there were very little, if any, 
stock dividends paid to you or stockholders in your immediate family 
or relatives of yours? 

Mr. Wynn. That is right. 

Mr. Fascet. I also understood that there was very little, if any, 
capital gains? 

Mr. Wynn. That is right. 

Mr. Fascetx. I also understood that you personally made most of 
the capital contributions to these companies. 
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I also understood that you made most of the loans to the company 
in order to keep them operating ? 

Mr. Wynn. If they needed it. Some of them did not need it, and 
on these companies on the capital structure, if I went in with a partner, 
it was on a 50-50 basis. 

Mr. Fascetz. And that surplus accumulation in these companies 
has not been unusual ? 

Mr. Wynn. No, sir. And it has been used for the expansion and 
operation of the business. 

Mr. Fascetxt. And what would your statement be with respect to the 
net worth increase of any of these companies ? 

Would it be usual or unsual? 

Mr. Wynn. I would say that we have not set the woods on fire. 

Mr. Fascety. I had a list of all your relatives and what not, Mr. 
Wynn. 

Could you just real quickly tell me how many are holding stock, 
operating, or drawing money from your operation ? 

Mr. Wrwn. Of course I could not, but in Southern Athletic Co. 
at the present time I am the only salaried person. In Southern Sports- 
wear I am the only one that draws asalary. Of course if there is any 
profits, then it is divided, a pro-rata share. 

Mr. Fascetxu. That is the one that is on a partnership basis? 

Mr. Wynn. Yes. Southern Aviation, none of us are drawing any 


salary out of Southern Aviation. That is the only one that own | 


Government contracts. 

Mr. Fascetu. I counted up 11 people here. 

Mr. Wynn. Mrs. Ross at Wynn Enterprises. There is only four 
companies who own Government contracts. 

Mr. MrnswHatt. Will you yield? 

Mr. Fascevz. Sure. 

Mr. Minsuati. Mr. Wynn, these four companies that are on Gov- 
ernment contract, what percentage of the total volume of work does 
each one of those companies have in relation to the work that you 
give to other contractors, nongovernmental contractors ? 

Mr. Wywy. I don’t know. 

Mr. MinsHaty. What is your best guess? 

Mr. Wynn. I could not give you any idea at all. 

Mr. Mrnsuat. Is it 1 percent of it? 


Mr. Wynn. I could not say. You mean what percentage did | 


Southern Athletic Co. lay out work to other people? 

Mr. MinsHatu. Say that Southern Athletic Association does 214 
million worth of business a year. 

How much of that is represented by Government contract, just 
roughly ? 

Mr. Wyrwn. I would say that it is 50-50 approximately. I would 
not know, but I mean that would be a pretty good guess. 


Mr. Mrnsnau.. The other companies would be about the same 


ratio? 

Mr. Wynn. No. 

Mr. MrnsHatt. How about Southern Sportswear ? 

Mr. Wynn. Southern Sportswear has been wholly on Government 
contracts for some time. 

Mr. Mrnsuarxi. How about the other two companies that were 
mentioned ¢ 
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Mr. Wynn. Wynn Enterprises has had its first Government con- 
tract. For years they did not do any Government business at all. 
One hundred percent of theirs was civilian up until this year, until 
the prior years. Southern Aviation is a new contract. It is not a 
year old, so naturally it is all Government contract. By the end of 
the year we do not know what percentage because we might work for 
some of the Army-Navy stores. 

Mr. Minsuatt. Who were some of your largest contracts with 
Southern Athletic ? 

Mr. Wynn. You mean some of our large customers ? 

Mr. MinsHatt. Yes; in addition to the Government. 

Mr. Wynn. We sell all the stores. 

Mr. MinsHati. What stores? 

Name them ? 

Mr. Wynn. The Hecht Co., Litt Bros., people in New York, Cali- 
fornia, Texas, Chicago. We are all over the country. We sell men’s 
suits, men’s trousers, men’s jackets, the most competitive line in 
America. 

Mr. Minsuauy. Have you ever had any complaint from the Govern- 
ment about the quality of the material or goods that you have made 
for them ¢ 

Mr. Wynn. You can check that with the Quartermaster. They can 
teil you. 

Mr. MinsuaAu. | am asking you. 

Mr. Wynn. I can’t remember. 

As I say, I do not know. 

Mr. Fasceti. Will the gentleman yield back to me? 

Mr. Minsuwatt. I yield. 

Mr. Fascety. Mr. Wynn, do you know what the amount of plant 
investment in Southern Athletic Co. is, plant and equipment? 

Mr. Wynn. Do I know what ? 

Mr. Fascetn. The amount of the investment that you have in 
Southern Athletic Co. today? In plant and equipment? 

Mr. Wynn. In equipment? I believe it is about—you mean build- 
ings ? 

Mr. Fascety. Plant and equipment. 

Mr. Wrwn. They do not own the building but the books show about 
$500,000 less the depreciation. 

Mr. Fasceti. You read your balance sheets how often, Mr. Wynn? 

Mr. Wynn. At the end of the year, November. 

Mr. Fasceti. Are you on a calendar year fiscal operation ? 

Mr. Wynn. November 30. 

Mr. Fascetx. That is for Southern Athletic Co. ? 

Mr. Wynn. Yes; that is right. 

Mr. Fasceii. That is the only time you look at the balance sheet ? 

Mr. Wynn. Yes. 

Mr. Fasceti. What did you say the books would show ? 

Mr. Wynn. Half a million dollars less the depreciation, whatever 
the depreciation. 

Mr. Fascetn. What is your estimate on plant investment and equip- 
ment in Southern Sportswear ? 

Mr. Wynn. I don’t have any idea. 

Mrs. Grirritus. May I ask a question ? 

Mr. Horirtevp. Mrs. Griffiths. 
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Mrs. Grirrirus. I would like to ask, does this system of paying 
Wynn Enterprises—is that who you pay this managerial fee whatever 
you think is worth, do all the procuring services of the Defense Depart- 
ment do that? 

Mr. Wynn. Yes; for the contracts for Southern Sportswear and for 
Southern Athletic Co. They buy the component parts because New 
York is the market for it, and she is closer to the market rather than 
we are at Knoxville. 

Occasionally we do buy a few parts down there, but as a whole it is 
up to Mrs. Ross and Wynn Enterprises to get us the best price. 

Mrs. Grirrirus. Would that be a successful evasion of the brokerage 
fee ? 

Mr. Wynn. If it did it would run alot more. Mrs. Ross at one time 
saved us over a hundred thousand dollars over the price that we had 
received down in Knoxville and what she was able to do in New York. 

Mrs. Grirrirus. Would it get around the requirements against pay- 
ing a brokerage fee ? 

Mr. Wynn. If you paid 3 percent, 2 percent—we originally thought 
ofthat. But we felt like we would be criticized by the agencies in rene- 
gotiation when they checked us and also by the Internal Revenue if 
we came up with a $40,000 or a $50,000 fee. It is not common for the 
New York offices to get forty and fifty thousand dollars a year fee. 

Just remember, ladies and gentleman, you are talking about ten or 
twelve thousand dollars here on a 30-cent dollar, so I just cannot 
see 

Mrs. Grirrirns. But I was just wondemnng how you were evading 
it because I can’t understand the fact that one of these companies 
could take a contract and subcontract completely to another and not 
get paid something for it. 

Mr. Wynn. You are not supposed to get paid on—— 

Mrs. Grirrirus. I understand you are not supposed to. It seems to 
me that you have set up a successful device for getting around that. 

Mr. Wynn. They have not had but one contract, Mrs. Grifliths. 

Mrs. Grirrirns. Yes; but I think you have been successful in your 
method. Obviously - must be perfectly all right. 

Mr. Wynn. Yes; but they have not got but one contract on this 
one, and after all, W ynn Enterprises is getting all the money. They 
are doing the operating, they finance it, they have their own man 
running it down there. They have a building that they obligated to 
pay rent for. They have a lease they have to pay so much for ma- 
chinery for. They are in business in a big way, and so far they are in 
the hole, and if they don’t come out, then they lose money. They 
have risk capital in there. 

Mr. Ecxuarr. Mr. Wynn, you stated that the company in New 
York had saved you $100,000 on one contract. 

Is it not possible that through correspondence, telephone calls, you 
would be able to contact the identical people by long distance that she 
contacts locally in New York? 

Mr. Wynn. ens you ever talked to a man on the telephone? 
He can tell you no so quick that it is funny and he is not going to do 
this. The only way you can successfully buy goods is look a man 
straight in the eve » and say “Your price is too high,” and so on and so 
forth. [ have never been able to do anything over the te Colins but 
tell a solicitor I would not give him any money; no. 
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Frankly, it is impossible to buy goods and sell goods successfully 

over the telephone. 

Mr. Ecxuartr. You further testified that the records will show that 
fees paid to Wynn E nterprises were relatively small. 

What do you mean by “small” in terms of fees? 

Mr. Wynn. Twelve, fifteen, eighteen thousand dollars a year at the 
most that Southern Athletic Co. has paid in any 1 year. 

Mr. Ecxuarr. Southern Athletic in 1955 became obligated to Wynn 
Enterprises in the amount of $25,911, and at the same time Southern 
Sportswear was also making payments to Wynn Enterprises for about 
the same type of services? 

Mr. Wynn. What did they pay in 1955? 

Mr. Ecxuarr. It does not reflect it for 1955 here, but in calendar 
year 1955 there was a payment made by Southern Sportswear for 
approximately $11,000. 

Mr. Wynn. $34,000 for the two companies. That fee that year 
might have been large on account of the amount of civilian business 
sold. 

Mr. Ecxuarr. You consider that that is a reasonable fee? 

Mr. Wynn. I certainly do. I could not possibly get a New York 
agent to represent me for that. 

Mr. Ecxuarr. Does Mrs. Wynn perform any services, Mrs. Frances 
Wynn? 

That is your wife? 

Mr. Wynn. That is right. 

Mr. Ecxuarr. Does she work at any of the plants performing 
services ¢ 

Mr. Wynn. No, sir. 

Mr. Ecxuarr. Does she have money invested in the business? 

Mr. Wynn. That is right. 

Mr. Ecknarr. Approximately to what extent ? 

Mr. Wynn. The amount of money she has invested ¢ 

Mr. Eckuarr. Yes, sir. 

Mr. Wynn. I don’t mer 

Mr. Ecxuarr. Would the liability reflected on your audit report of 
$14,000 for 1955 and another $14,000 for 1954 represent funds that 
she had invested in those companies 

Mr. Wynn. Oh, yes. She owns tha building at 701 11th Street, 
and this was for rent that was owed her. 

Mr. Ecxuarr. Do they have a community property law in the State 
of Tennessee ¢ 

Mr. Wynn. She bought the building, paid for it with her own 
money and has a lease now with another company that pays more 
money than we were paying. 

Mr. Ecxnarr. That is all I have, Mr. Chairman. 

Mr. Morgan. Mr. Wynn, what has been your relationship with 
the firm of Etowah Garment Co. ? 

Mr. Wynn. They made some jackets for us for one of the South 
American governments. 

Mr. Morcan. Did you at any time own any interest in that com 
pany ¢ 

Mr. Wynn. I don’t know whether that was the company T lent 
them some money. I lent one of them when they did not have enough 
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to meet the payroll. I lent them some where I could get the mer- 
chandise. 

Mr. Morcan. Did you acquire any of their facilities as a result of 
their not repaying the loan that you made to them? 

Mr. Wynn. No. They offered to lease me their facilities if I wanted 
it, and Wynn Enterprises had a temporary agreement that they would 
lease us the building and the machinery if we needed it. 

Mr. Morean. You said they offered it to you? 

Mr. Wynn. Yes. 

Mr. Morean. Did you enter into an agreement with them to acquire 
their facilities at any time? 

Mr. Wynn. We had just an agreement, a gentlemen’s agreement. 

Mr. Morean. Nothing in writing? 

Mr. Wynn. I don’t believe so. It goes back a year. I cannot 
remember. 

Mr. Morean. Have you had any connections with the firm of Selma 
Garment Co. ? 

Mr. Wynn. No, sir. 

Mr. Morean. Have you ever lent them any money ? 

Mr. Wynn. No, sir. They are in bankruptcy. 

Mr. Morean. Did the firm Centre Manufacturing Co. loan them any 
money or sign any agreement with them while you were an officer of 
that company? 

Mr. Wynn. No, sir. 

Mr. Morean. What is the relationship between you and your firm 
and Appalachian Mills? 

Mr. Wynn. Gee whiz. Appalachian Mills is an underwear mill 
that went out of business. They were 75 years old, and the buildings 
that Iam in now I bought from Appalachian Mills. It isa very, very 
old Knoxville company that went out of business in 1956, and I bought 
the buildings that I now occupy, 300,000 feet. 

Mr. Morean. Did you ever have any interest in this company while 
they were producing goods for the Government? 

Mr. Wynn. No, sir. 

Mr. Morean. Or for commercial use? 

Mr. Wynn. No, sir. 

Mr. Morcan. Can you explain the setup of Appalachian Mining & 
Smelting Co. and your interest in that? 

Mr. Wynn. There was a company that was put in, was started to 
mine zine and it did not turn out successfully and so it is now by the 
wayside. 

Mr. Morcan. When did that company fold? 

Mr. Wynn. Mr. Ambrose will tell you. I know nothing. Tell 
him when it folded. 

Mr. Ameprose. I believe, sir, that that company folded in 1953. 
It was incorporated I believe in the latter part of 1950 for the purpose 
of erecting a Waelz Kiln at Embreeville, Tenn., to process a large 
tonnage of tailings left over from a former zinc plant. 

It was formed actually more or less at the request of the United 
States during the Korean, I call it a war, to furnish 10,000 tons of 
slab zinc to the Government. 

Mr. Moreay. Is this firm incorporated ? 

Mr. Wynn. Yes. 
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Mr. Morean. Do you recall the approximate number of employees 
under that firm ? 

Mr. Wynn. They may have had 10 or 12, I don’t know. Neither 
Mrs. Wynn nor myself were active in the mi: inagement of the com- 
pany, and it got in production and then closed down, I believe at the 
request of the Government. 

Mr. Morean. Mr. Wynn, you stated that your firms have saved the 
Government a lot of money through atilisetion of Government- 
furnished property. Have any of your firms ever been charged for 
excessive use of Government-furnished property or any of your con- 
tracts? 

Mr. Wynn. I would say so, yes; but they did not pay me for the 
amount I saved them but I paid when I went over. 

Mr. Morean. Have you ever been charged for liquidated damages 
on any of your contracts ? 

Mr. Wynn. Oh, yes; but they never did pay me when I finished 
early. 

Mr. Rozackx. Mr. Wynn, you have a great number of intercompany 
transactions, do you not ? 

Mr. Wynn. You would have to have; yes. 

Mr. Ropack. What is the reason for those ? 

Mr. Wynn. Well, one company needs some zippers and another 
company has them, and rather than shut down the factory, it is cus- 
tomary in the trade to lend or sell the companies or anybody else that 
is out of zippers. 

We do that for a lot of people. 

Mr. Rovack. On April 23, 1954, you write to Mrs. Ross and added 
this postscript to the letter: 

Claire, I wish you would clear up this matter about the Salvage Co. with 
Joe Henry, as we need to get it off of the books and if you can show where 
it has been paid we certainly need to show it as it is only another intercompany 
transaction that I would like to get out of the way. 

Now very shortly I am going to send a very substantial check to you from 
the Southern Athletic Co. In return I want you to pay Southern Sportswear. I 
want to get all these items off the books where everything will be even. I am 
going to let you charge Southern Sportswear for the services that you have 
done this last 6 months. It will be somewhere around $6,000. I am deter- 
mined that we will clear these matters off of the books at once. 

Why would the intercompany transactions involve payments back 
and forth to Wynn Ente rprises 4 

Mr. Wynn. We had been criticized by our auditor and by our book- 
keepers and also the Internal Revenue for too many intercompany 
transactions. It was possible not to have them. It was thought that 
Salvage Co. owed Wynn Enterprises or they lent some money or 
vice versa and we wanted to get it off the books. We wanted to clear 
up all intercompany transactions. Since then we have tried to keep 
down intercompany transactions because we did not want to be 
criticized and that is the whole reason. 

You have companies you own and they run out of materials you 
have to naturally sell them or lend them or whatever you want to do. 

Mrs. Grirrirus. In that connection, I would like to ask you, Mr. 
Wynn, don’t you find it very difficult to prove which parts of these 
costs of management and overhead are properly chargeable to civilian 
contracts and which are properly chargeable to Government con- 
tracts? 
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Mr. Wynn. We might find it difficult but the renegotiation board 
does not. They have a formula. 

Mrs. Grirrirus. They may have a formula but I don’t think their 
formula works very well. Further than that, it seems to me that 
although you may say that you are paying Wynn Enterprises for 
their management services on civilian contracts, that you would 
have great difficulty proving it but anybody else would have great 
difficulty proving that that is not what you did, because the costs are 
not easily allocated. 

Mr. Wy nN. How would they explain all these telephone calls that 
somebody from Los Angeles will call up Wynn Enterprises and say 
“Where is my 200 pairs of my pants?” That is a telephone call collect. 

The girl sits down and writes it. Who is going to pay for these 
charges if it is not the company that does not get the benefit from it? 

Mrs. Grirrirus. Competition may compel you to keep down the 
cost on your civilian contracts, whereas on Government contracts they 
can absorb se a lot of give-and-take. 

Mr. Wynn. There is more competition in Government contracts 
than there are in civilian. 

Mrs. Grirrirus. At the present time? 

Mr. Wynn. Well, it has been for a good many years. The fact 
is it has been rough all the time. When you make a pair of trousers 
for 69 cents, you cannot see how there can be more than a few pennies 
made. 

Mrs. Grirrirus. Didn’t you tell me this morning that you had been 
renegotiated time after time and paid back excess ‘profits on these ¢ 

Mr. Wrwn. Not time after time. I had been renegotiated. 

Mr. Mrinsnati. Will you yield for a moment ? 

Mrs. Grirrirus. Yes. 

Mr. Minswatt. You say there is no competition in this business? 

Mr. Wynn. I did not say there was no competition. 

Mr. Mrnsuaru. Oh, yes; you did. 

Now wait a second. Why don’t these big-name companies bid on 
these Government contracts ? 

Mr. Wynn. There is quite a few of them bidding on it. 

Mr. Minswaty. Well, some of the larger ones, it is my understand- 
ing, don’t bid on them. 

Mr. Wynn. I noticed last time Merit Clothing Co.—I noticed some 
of the largest firms in the business have bid on it. I wish I had the 
daily news record here. I could cite you a great many of the top 
firms that bid on them. 

Mr. Minsuati. What is your spread on the bid prices? 

Are they above you as a general rule? 

Mr. Wynn. Sometimes ‘they take the business away from me and 
sometimes I get it. 

Mr. Minsnatx. I am just trying to get some information. 

Mr. Wynn. lL understand. I am trying to answer you. 

Mr. Minsuauy. People like Hart Schaffner & Marx, those name 
companies, do they bid on this? 

Mr. Wynn. They are not interested in it because they have a name 
of 75 years in the clothing business and they have all they can do 
in the civilian market. t 

Mr. Minsuatyi. How about Joseph Feiss and those organizations? 
Are they interested in Government contracts ? 
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Mr. Wynn. I am not familiar with their policies, but I do know 
quite a few of the big companies bid on Government procurements. 

Mr. Minswatn. Would you name a few of those ? 

Mr. Wyrnvn. Well, as I say, Merit Clothing Co., Hardwick Woolen 
Mills. I would be very happy to send you a list of those if you 
want them. 

Mr. Mrnsuatt. I think it would be fine if you would. 

Mr. Wynn. Put that down, Leonard. I will send him 50 that bid 
on it, the names of some of the national boys bidding on contracts. 

Mr. Mrysuatn. While you are looking that up, could you also look 
up and give us in round figures what is ‘the dollar volume of business 
you have done with the Government? 

Mr. Wywwn. I believe the Government has already given that 
information out. 

Mr. Minsuatt. If you could give it to us, if you can find it out 
from your own auditors, I would appreciate it. 

Mr. Wynn. All right, sir. 

Mr. Amprose. Over what period of years? 

Mr. MrnsHa.u. Since he has done business with the Government. 

Mr. Wyrwn. I could not dothat. That is since 1941. 

Mr. Hotirretp. 1955 and 1956. 

Mr. Ropack. Mr. Wynn, when you received a Government contract 
was it a matter of option on your part as to what company under 
the contract signed for it? 

Mr. Wynn. We bid on whether the company needs the business 
and whether or not that particular item is coming up. It is much 
better to bid on an item you have been making. If that item comes 
up we try to bid the company that has been making it. 

Mr. Rosacx. On October 21, 1954, you received a letter from your 
sister which reads as follows: 

Valentine has sent in a new contract made out to Florida Athletic Co. instead 
of Southern Athletic Co. I have never heard whether or not my name was 


entered in Florida Athletic so I don’t know if I could sign papers or not so 
I had better send this on to you for signing. 


Will you please sign and return to Valentine. I told them I would rather 
have it billed for Florida Athletic, that Southern would stand back of it. 

Mr. Wynn. There is not any secret there. They just would not 
ship Florida Athletic Co. They did not have the credit rating. They 
just would not ship them. 

Mr. Rosack. I am asking you whether it was the case that you had 
some discretion as to which company you wanted to sign the contract ? 

Mr. Wrwn. No; it is just a case they would not ship Florida Ath- 
letic Co. on account of the credit rating. 

Mr. Morcan. Mr. Wynn, on your invoices or possibly on your let- 
terheads, the firm of Wynn Enterprises states 10 factories, 5 South- 
ern States. Can you identify those 10 factories and tell us what 
Southern States you are referring to? 

Mr. Wynn. No, sir. That is a long time ago. That stationery was 
probably printed in 1941 or 1942 or 1945, I don’t know. 

Mr. Morean. Did you state this morning that only two firms have 
contributed toward the operating expenses of your New York office? 

Mr. Wynn. In recent years that I know about. 

Mr. Morean. By recent years, what do you confine it to? 
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Mr. Wynn. 1954, 1955, and 1956, I believe. I believe that is cor- 
rect. Maybe 1955-56. 

Mr. Morean. Is it possible that Southeastern Truck Lines may have 
contributed during that time? 

Mr. Wynn. Oh, yes; Southeastern Trucking Lines, but they are 
not a manufacturing concern. They use office space and had a man 
working out there. 

Mr. Morean. It is possible they contribute ? 

Mr. Wynn. Oh, yes; they paid a weekly fee. It was not possible, 
it was absolutely facts. 

Mr. Morcan. What was that weekly fee? 

Mr. Wynn. I believe it was $100 a week, I believe, or $50 a week. 
I don’t know. Mrs. Ross can tell you; she knows. 

Mr. Morean. Mr. Wynn, did you state this morning that at no time 
did you submit a bid in the name of more than one company in which 
you intended to perform that work in the same facility for both com- 
panies or more than one company ? 

Mr. Wynn. You will have to repeat that question. 

Mr. Morean. I will ask it a different way. 

Have you at any time submitted a bid in the name of more than one 
company in which you contemplated performing the work in the same 
facility ? 

Mr. Wynn. In other words, did I bid two companies and was going 
to use them in the same factory ? 

Mr. Morean. Right. 

Mr. Wynn. I don’t remember. I would not think so, but I don’t 
know. 

Mr. Rosackx. Which facilities would you use them in if not in the 
same facilities? 

Mr. Wywn. For instance, you are only talking about, you could be 
talking about Athletic Co., Southern Sportswear and Southern Avi- 
ation. Southern Aviation has their own part, Southern Athletic Co. 
has theirs, Wynn Enterprises has theirs and Southern Sportswear is 
in another town, so it could not be any, I can’t see where there could 
be any conflict. 

Mr. Rozpackx. From time to time have Government surveyors found 
you were going to produce at the same location or were they in error? 

Mr. Wynn. “No; but you must realize this is a big building and 
there is several floors on this place. We do have one factory fronting 
on one street, one on another street, a tremendous amount of facilities, 

Mr. Morcan. Mr. Chairman, on invitation for bid dated March 23, 
1953, bids were submitted in the name of Southern Athletic Co. and 
Southern Sportswear. I quote from the comment that is attached to 
the abstract of bids supplied by the Army Quartermaster Corps. 


Rejection of low bidders: The Southern Athletic Co., Inc., of Knoxville, Tenn., 
submitted a bid at the following prices. 


I won’t quote that. It is not too pertinent here but they were the 
low bidder. 


According to a memorandum for file dated April 23, 1953, signed by Colon 
Dixon, purchasing agent, Harry Kornblue, procurement officer and Charles 8S. 
Gerner, contracting officer, this bid was rejected because both this bidder and the 
Southern Sportswear Co.’s bid contemplated use of the identical facilities (ab- 
stract with comments inserted as exhibit 9, p. 426). 
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Mr. Wynn. I cannot see Southern Sportswear in Centerville, 
Tenn., and Southern Athletic Co. is in Knoxville, Tenn. 

Mr. Morcan. Would you say that this statement by these officers or 
representatives of the Quartermaster Corps is in error ? 

Mr. Wynn. I never tell anybody they are in error because I actually 
don’t know. You are asking me something that happened back in 
1953, but I would certainly say that Southern Sportswear is in Center- 
ville, Tenn., and Athletic Co. is in Knoxville, Tenn. What was the 
commodity for? If it was for trousers we probably were going to 
put it in both factories. 

Mr. Morgan. For 1,233,000 pairs of trousers. 

Mr. Wynn. How many did we bid on? 

Mr. Morean. Southern Athletic Co. bid on quantities up to 300,000, 
or it might be interpreted as 700,000. There are four different quotes 
here. Southern Sportswear bid on a quantity of 100,000 or 200,000. 

Mr. Wynn. They were going to be made in Knoxville and Center- 
ville, Tenn. That is the way the bid is. 

Mr. Rosack. Did you hear the name of Harry Kornblue that was 
mentioned ? 

Mr. Wynn. Yes. 

Mr. Rosack. You wanted to find out about a bid in 1954, about 
which you wrote to your sister on May 8, and asked her to find out 
some price information on previous procurement of mail bags. You 
said in one letter : 

Find out from some of our friends over there, Kornblue, whether or not they 
have let these bags and what price they went for. 

Mr. Wynn. That isa part of public information. 

All she had to do, since he was the contracting officer, it was just 
as easy to call up and say “Mr. Kornblue, what did the last bags go 
for,” rather than take her time to go all the way down there and spend 
4 or 5 hours. That was common practice among the bidders, to see 
what the last bags went for. All you have to do is—the daily news 
record keeps that, the Government keeps it, and all you have to do is 
go in and ask them to give you an abstract on it. 

Mr. Roszack. I appreciate that but I wanted to ask you whether 
the reference to “some of our friends over there” was just an ordi- 
nary manner of reference. 

Mr. Wynn. Well, I feel like I have friends everywhere. 

I refer to most people as friends. Sometimes I get some shocks. 

Mr. Morcan. Mr. Wynn, you stated that you severed your relations 
with Wynn Enterprises on October 1, 1956? 

Mr. Wynn. I did at that time, but since then Mrs. Ross has been 
sick and I have got back into the harness again. 

Mr. Morean. In what capacity? 

Mr. Wynn. Well, I am trying to deliver this contract on time until 
she is able to take charge of it again. 

Mrs. Ross is still not feeling too good. 

Mr. Morcan. Are you on the payroll of Wynn Enterprises? 

Mr. Wywny. No, sir. 

Mr. Rorack. Is there any other contract besides this contract in 
which you stepped back into harness in which you ever compensated 
the Government for late delivery ? 

Mr. Wynn. Did I ever do what, now ? 
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Mr. Ropacx. In which you ever decreased the price of the product 
to the Government because they extended your delivery schedule? 

Mr. Wynn. That is a common practice. 

Mr. Rozack. Has it been common with your company before? 

Mr. Wynn. No. Yes: in years gone by we have given reductions. 
We actually tried to get back $3,000 where they, I think, took off 30 or 
40 cents apiece, but it is common practice among the Quatermaster, if 
you are late, if you want to give them 10 cents off on a pair of trousers, 
they will give you 30 or 60 days. 

Of course I think it is a little bit cheap to take a dime away from a 
man, but that is the wav it goes. 

Mr. Hortrretp. Mr. Wynn, you have been requested to present cer- 
40 cents apiece, but it is common practice among the Quartermaster, 1f 
When do you think you can furnish us with that information, Mr. 
Ambrose ¢ 

Mr. Amerose. Mr. Chairman, I will do it just as quickly as you will 
let me get back to Knoxville. It will take me a day or two to see the 
auditor and get some of this information. 

I would like also to request that the staff, if they will give me their 
list so I won’t be missing on any of it. 

Mr. Houtrrecp. As soon as the transcript is available I will have the 
staff make a list of the information which they have asked for and 
mail it out to you. There may be other information asked for also. 

Mr. Amprose. I will be glad to cooperate, sir. 

Mr. Horirrerp. After we gothrough the testimony. The committee 
will stand in recess until 3:30 or sooner if the members get back from 
the rolleall. 

Mr. Wynn, at this time we will excuse you. 

Mr. Wynn. Could I make a closing statement, please, sir? 

Mr. Ho.irim.p. Yes, sir. 

Mr. Wynn. I would like to thank the committee for their courteous 
treatment and I would also again like to tell you that we are willing to 
put our record on the line as far as know-how, quality of garment that 
we make, and our delivery schedule which we have been criticized for. 

We would also like to say for your information and for the Army 
that in a great many of these cases, it has not. been the fault of my 
companies. 

Southern Sportswear in particular have been ahead of contract on 
90 percent of all their contracts. They are ahead of schedule right 
now. The contracts that we are making in Southern Athletic Co., we 
are ahead in a majority of their cases where our competitors are 
behind. 

I would like to emphasize that the items that we are making are 
very difficult to make. We have spent a great deal of money training 
our operators to make those over the years. It is only in the last 
2 or 3 years that we have been able to make the type of garment that 
we are making such as the very difficult flying suits, such as jackets 
and such as coats that we are performing down there, and again I 
would say that we are willing to put our record on the line and ask 
the quartermaster if we are not performing in a manner that is very 
satisfactory to him. 

In years gone by, I would say in 1951, 1952, and 1953 during the 
very hectic Korean years, sure we were late. 
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We were late like the rest of the country was late. We probably 
bit off more than we could chew, but we did it at the insistence of 
people who needed the material. We worked around the clock to 
ship merchandise to the west coast that was shipped out there, and 
my record will speak for itself. 

I have been doing business with the Government for 17 years. I 
have also been doing ane ‘ss with a great many of the concerns 
throughout the country. I do business with some of the biggest 
mail-order houses. 

I make 300,000 pairs of pants a year for one of the big mail-order 
houses. I am willing to lay my reputation on the line that I deliver 
fair and square garments, sir. 

Mr. Houirrevp. Thank you, Mr. Wynn, for your statement, and the 
chairman wishes to thank you for the cooperation which you have 
shown toward the staff in their various inquiries. 

Mr. Wynn. Thank you very much. 

Mr. Houtrretp. We will stand adjourned for 20 minutes. 

(Short recess. ) 

Mr. Ho.irretp. The committee will be in order. 

Our next witness will be Mr. Robert Tripp Ross. 

Mr. Ross, will you please come forward. Will you be sworn, Mr. 
Ross? Do you solemnly swear that the testimony you are about to 
give this committee will be the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Ross. I do. 

Mr. Hottrrevp. Be seated, sir. 


TESTIMONY OF ROBERT TRIPP ROSS, FORMER ASSISTANT 
SECRETARY OF DEFENSE 


Mr. Ross. Mr. Chairman and members of the committee, I have a 
short prepared statement. Ifthe committee would permit me, I would 
like to read it. 

Mr. Houtrretp. Very well. Do you have copies of it? 

Mr. Ross. Yes, I do. 

Mr. Hourtrrecp. Mr. Ross, you have previously addressed to this 
committee letters in which you offered your cooperation to the com- 
mittee, and the chairman wishes to thank you for your cooperation. 
You are at liberty to read your statement now if you wish. 

Mr. Ross. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I welcome this op- 
portunity to appear before your committee to set the record straight 
concerning my interest in the business operations of Wynn Enter- 
prises, Inc., and other < ‘lothing manufacturing companies owned or 
operated by Mr. H. D. Woon, during my service as an official of the 
Department of Defense. 

Certain press stories publici izing the award of an Army contract 
for trousers to Wynn E nterprises, Inc., a firm now headed by Mrs. 
Ross, and the subsequent announcement. that your committee and 
other congressional committees would investigate the matter, carried 
the very serious implication that there was a possible conflict of in- 
terest involving me, and that there was something improper about the 
award of this contract. 





178 MILITARY CLOTHING PROCUREMENT 


I believed that the implications of any impropriety on my part had 
been entirely dispelled when the McClellan committee showed no 
further interest in the matter after interrogating me in an executive 
session on February 13, and by the publication of the certain facts 
relative to this matter. 

I refer particularly to my letter of resignation of February 14 to 
the President, and the statement contained in the letter to the Presi- 
dent of the same date from the Acting Secretary of Defense. 

I would like to submit these letters, and the President? s letter to me, 
for inclusion in the record and quote from the letter from the Acting 
Secretary of Defense: 

(The information referred to follows:) 

ROBERTSON LETTER 


DeaR Mr. PRESIDENT: At the request of Assistant Secretary of Defense Robert 
Tripp Ross, I am transmitting his resignation as Assistant Secretary of Defense 
for Legislative and Public Affairs to be effective February 20, 1957, or as soon 
thereafter as practicable. 

On January 11, 1957, Mr. Ross took a leave of absence from his position in the 
Department of Defense because of the implications contained in news stories, 
connecting his name with the award of an Army contract to Wynn Enterprises, 
Ine., a firm headed by Mrs. Ross. At the time, I requested the general counsel 
of the Department of Defense to investigate the conduct of Assistant Secretary 
Ross while in the Department of Defense in connection with defense contracts 
awarded to companies owned or controlled by Mrs. Ross or her brother, Mr. H. 
D. Wynn. 

Neither from the report of the general counsel nor from any other source has 
there been any evidence with respect to any such contract that Mr. Ross (1) 
violated any of the conflict of interest statutes; (2) sought to influence or in- 
fluenced the award of any defense contract; or (3) personally profited from the 
award of any such defense contract. 

For a year, Mr. Ross served as Deputy Assistant Secretary of Defense for 
Legislative Affairs, and since March 15, 1955, as Assistant Secretary of Defense 
for Legislative and Public Affairs. In that period, he has always performed 
his work in an excellent manner in what I regard as a difficult assignment. 
Under the circumstances, however, I can only recommend that you accept Mr. 
Ross’ resignation as he requests. 

I have read this letter to Mr. Wilson and he asked me to sign it for him in his 
absence. 

With great respect, I am, 

Gratefully yours, 
REUBEN Ropertson, Jr. 
ROSS LETTER 


DEAR MR. PRESIDENT: On January 11, I took a leave of absence from my posi- 
tion in the Department of Defense because of the very serious implications 
contained in news stories of some impropriety on my part in connection with 
the awarding of an Army contract to Wynn Enterprises, Inc., a firm headed by 
Mrs. Ross, and the awarding of other military contracts to the Southern Athletic 
Co., an affiliated company headed by my brother-in-law, Mr. H. D. Wynn. 

As I stated publicly at the time, these companies are long-established cloth- 
ing manufacturers and have since 1944, submitted sealed bids on military cloth- 
ing requirements and have been awarded a great many military clothing con- 
tracts as low responsible bidders. Notwithstanding this, the news stories 
implying conflict of interest involving me understandably caused certain com- 
mittees of the Congress to initiate investigations of the matter. 

Althongh the chairman of the Senate Permanent Investigations Subcommittee 
has stated that the staff of that committee has not had time to complete its 
preliminary investigation of all military contracts involved, at my appearance 
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before the subcommittee in executive session on February 13, in the discussion 
concerning my activities since I joined the Department of Defense in March 
1954, nothing was brought to my attention to indicate that the committee had 
found any evidence of any wrongdoing, impropriety, or conflict of interest on 
my part. 

As I view it, Mr. President, the executive branch of the Government, the 
Congress, and the public, by practice, custom, and law, have always recognized 
that it does not constitute a conflict of interest or other impropriety for a busi- 
ness firm owned or operated by members of the immediate family of an official 
of a Government agency or a Member of Congress, who was formerly associated 
with such company, to continue normal, established competitive business opera- 
tions with a Government agency, provided that the Government official (1) does 
not exert any influence on behalf of the company, or (2) does not have a 
financial interest in or receive any compensation or remuneration from the com- 
pany, or (3) in his official position is not authorized or called upon to make, 
and does not make, decisions which would benefit the company. 

I want to assure you, Mr. President, that I have not violated in any manner 
the above, which I believe reflects the historically recognized principles which 
have been applicable to Government officials. 

Nevertheless, I feel that my future effectiveness in my position as the As- 
sistant Secretary responsible for legislative and public affairs has been im- 
paired by the very serious implications contained in the numerous press stories 
and | feel it would be unfair té the Department of Defense for me to continue 
in my position, particularly since I am responsible to the Secretary of Defense 
for the public affairs and public information policies and activities of the De- 
partment of Defense. Therefore, I respectfully request that you accept my 
resignation to become effective February 20, or as soon thereafter as practicable. 

It has been a high privilege to serve you these past 3 years, Mr. President. 
May I wish you continued good health and success in your difficult task and 
assure you of my constant loyal support as in the past. 

Respectfully yours, 
Rosert Tripp Ross. 
EISENHOWER LETTER 

Deak Mr. Ross: Your letter and Acting Secretary Robertson’s accompanying 
comments have been forwarded to me here (Thomasville, Ga.). As you re- 
quested, I am accepting your resignation as Assistant Secretary of Defense, 
effective February 20. 

I understand the reasons set forth for resigning at this time in spite of your 
conviction that nothing you have done violates any legal or ethical standards 
that must be observed in Government. I deeply appreciate the concern you 
express for the interest and requirements of the Department of Defense. I 
want also to thank you for the service you have rendered under Secretary Wil- 
son during the past 3 years and for your contribution to the effective fulfillment 
of the Defense Department programs and mission. 

With best wishes for the future, 

Sincerely, 
Dwicut D. EISENHOWER. 

Notwithstanding this statement by the Acting Secretary of Defense, 
and other known facts, statements by certain political snipers in New 
York City, and the fact that your committee has invited me to appear 
here as a witness in connection with the business operations of these 
companies still implies doubt concerning my conduct. 

Therefore, I welcome this opportunity to place on the record the 
following facts: 

1. I was associated with Southern Athletic Co. and Wynn Enter- 
prises in 1949, 1950, and 1951. Upon my election to Congress in 
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February 1952, I severed my connections with these companies, sub- 
mitting letters resigning from both companies. 

2. T have never owned any stock, nor had any financial interest in 
Wynn Enterprises, Inc., Southern Athletic Co., or affiliated companies. 

3. Since joining the Department of Defense in March 1954 I have 
not received any financial benefits of any kind from Wynn Enterprises, 
Inc., Southern Athletic Co. or any of the other companies having 
Government contracts. 

4. During my 3 years in the Pentagon I took no action whatsoever 
that could be construed in any yay as influencing anyone in connection 
with contracts with the companies involved. 

5. The records of the military departments which have been fur- 
nished your committee show that there was nothing unusual or irreg- 
ular about the award of the Army trouser contract to Wynn Enter- 
prises or other contracts to Southern Athletic Co. and affiliated com- 
panies, as these companies have since 1951 and 1940, respectively, 
submitted hundreds of sealed bids on Army, Navy, and Air Force 
military clothing requirements and have over the years been awarded 
a number of contracts as the low responsible bidder. 

In fact, during the years 1951, 1952, and 1953 Wynn Enterprises 
was awarded 5 contracts for the manufacture of 598 000 pairs of 
trousers for the military. 

According to the records of the military departments, Southern 
Athletic Co., Wynn Enterprises, Inc., and affiliated companies were 
awarded 34 contracts for the manufacture of clothing for the military 
for the years 1951, 1952, and 1953. Included, among other clothing 
items, were contract awards for these 3 years for 3 759.620 pairs of 
trousers for the military. During this 3-year period I was not in 
the Department of Defense. 

For the years 1954, 1955, and 1956 Southern Athletic Co., Wynn 
Enterprises, Inc., and affiliated companies were awarded, as the low 
responsible bidder, 24 contracts for various military clothing items, 
which included contracts for approximately 1,100,000 pairs of trousers. 
These figures indicate that the Wynn Enterprises bid on Army trousers 
and being the successful low bidder and receiving the contract award 
in November 1956 was in accordance with long- established business 
operations. These figures also indicate that my being associated with 
the Department of Defense in 1954, 1955, and 1956 had no bearing on 
the business relations between the companies involved and the pro- 
eurement officials handling military clothing requirements. 

Mr. Chairman, in my letter to the President, I stated what I believe 
reflects the historical and recognized principles which have been ap- 
plicable to Government officials: 

[ quote: 

As I view it, Mr. President, the executive branch of the Government, the 
Congress and the public, by practice, custom, and law, have always recognized 
that it does not constitute a conflict of interest or other impropriety for a 
business firm owned or operated by members of the immediate family of an 
official of a Government agency, or a Member of Congress, who was formerly 
associated with such company, to continue normal established competitive 
business operations with a Government agency, provided that the Government 
official (1) does not exert any influence on behalf of the company; or (2) does 
not have a financial interest in, or receive any compensation or remuneration 
from, the company; or (3) in his official position, is not authorized or called upon 
to make, and does not make, decisions which would benefit the company. 
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I have not violated in any manner these principles. 
Mr. Chairman, I have had the honor of serving for 3 years in the 
House of Representatives and I have had the honor of serving 3 years 
as an official of the Department of Defense. I am proud of my record 
as a Member of Congress and I am proud of my record of service with 
the Department of Defense. 

I have always had deep convictions about the moral obligations of 
anyone serving in public office and I have, during my service in the 
Congress and in the Department of Defense, conducted myself in such 
a manner as to meet the highest standards. 

Mr. Chairman, if this committee and the Congress believe that it 
does constitute a conflict of interest, or other impropriety, for a busi- 
ness firm, owned or operated by members of the immediate family of 
an official of a Government agency, or a Member of Congress, who was 
formerly associated with such company, to continue normal, estab- 
lished competitive business operations with Government agencies, then 
I respectfully suggest that your committee so state. 

Also, if after completion of these hearings, your committee deter- 
mines, as I believe the facts will cause it to so determine, that I did not 
violate any conflict of interest, laws or principles, or that I was not 
involved in any wrongdoing, I respectfully suggest that in fairness, 
your committee so state. 

Thank you, Mr. Chairman. I will be pleased to try to answer any 
questions. 

Mr. Howtrretp. Thank you for your statement, Mr. Ross, and I 
want to assure you that this committee will be fair in any report which 
is put out, and that the report will be based upon the facts adduced by 
testimony under oath before this committee. 

We are not here to persecute or prosecute anyone. We are here to 
find out the facts in regard to certain procurement contracts. 

Mr. Ross. Thank you, sir. 

Mr. Horirrerp. There was an interval in which you served in the 
Congress, I believe in the 80th Congress. You were not in Congress 
during the 81st Congress. You came back in the 82d Congress, I 
believe. 

Mr. Ross. I came back in February 1952. Was that the 82d Con- 
gress ? ; 

Mr. Hourrrerp. Yes. You came in February of 1952 and served 
until the end of the Congress in January of 1953 ? 

Mr. Ross. That is right, sir. 

Mr. Hortrtetp. That was a special election. 

Mr. Ross. Yes, sir. 

Mr. Houirtetp. Between those two services in the Congress, were 
you associated with Wynn Enterprises? 

Mr. Ross. Yes, sir. 

Mr. Hortrretp. In what capacity ? 

Mr. Ross. I was associated with them in that I had the title of vice 
president and sales manager, I believe. 

Mr. Hortrrerp. What actual services did you perform ? 

Mr. Ross. I worked in the New York City office, and I served in the 
office there, took care of customers coming in and out of the office. 

Mr. Hortrteip. And did you receive for this service compensation 
in the form of salary, commission, or bonus? 

Mr. Ross. No, sir. 
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Mr. Houirrevp. You received no compensation ? 

Mr. Ross. No, sir. 

Mr. Hottrrevp. During this time I believe you testified you were 
vice president of the company ? 

Mr. Ross. Yes, sir. 

Mr. Ho.trtevp. For what period of time were you an officer in the 
Wynn Enterprises ? 

Mr. Ross. I cannot answer that definitely, sir, whether I was made 
an officer when I first started working with them and with Southern 
Athletic Co., or whether it was later. 

Mr. Houtrietp. Did you perform any services for Wynn Enterprises 
subsequent to February 1952? 

Mr. Ross. No, sir. ‘It would be difficult to s say definitely no, because 
I was in the office for I don’t know whether it was a period of 10 days 
or 2 weeks in January 1953, and I was just there doing some work for 
Southern Athletic Co. in this New York office, if something may have 
come up in connection with Wynn Enterprises, I may have taken care 
of it. Ihave no recollection about it. 

Mr. Horiritetp. Did you ever borrow any money from Wynn Enter- 
prises ? 

Mr. Ross. I think in 1950 I borrowed $500. 

Mr. Houirretp. Wasthis amount repaid, Mr. Ross ? 

Mr. Ross. I paid it to Mrs. Ross. 

Mr. Hotirretp. When did you become associated with the Southern 
Athletic Co. ? 

Mr. Ross. In 1949. 

Mr. Houtrrrevp. In what capacity or title? 

Mr. Ross. I believe I had the title of sales manager. That was a 
title I used frequently, and I functioned as a salesman for them and 
I functioned in the New York office as a northeastern representative. 

Mr. Hoxtriretp. Were you aware that you were listed there as vice 
president during that time ? 

Mr. Ross. Mr. Chairman, that has come to my attention, of course, 
many times in the last few weeks. I may have been informed at the 
time that it wasdone. I have no specific recollection when I was made 
or that I remembered when I was made. I think I know what you 
are driving at, if I may continue. 

Mr. Hoxirrenp. You may. Mr. Ross, I am giving you the oppor- 
tunity of clearing up these matters that have been carried in the press. 

Mr. Ross. Of course I heard the questions to Mr. Wynn, and there 
was some question about my letter of resignation to him. 

Mr. Houtrretp. Yes. 

Mr. Ross. To Southern Athletic Co. 

Mr. Houtrietp. Your letter of resignation I believe was as north- 
eastern sales representative / 

Mr. Ross. Right. I at that time considered that as a resignation 
severing all connections with Southeastern Athletic Co. Now I am 
sure at “the time I wrote that, that I did not recollect that I was 
vice president. Otherwise I would have included it in the letter of 
resignation. 

Mr. Houtrretp. What services did you perform for Southern Ath- 
letic Co. ? 

Mr. Ross. I just said, sir, I was a salesman. 
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In addition to that, I mapped out sales campaigns, I did public 
yelations work in connection with their athletic equipment business. 
I attended the various sporting goods shows as well as working in 
the New York office. 

Mr. Houirre.p. In what manner were you compensated while work- 
ing there / 

Were you compensated on the basis of salary, commission, bonus, 
or what ¢ 

Mr. Ross. Drawing account against a commission. 

Mr. Houirmip. Mr. Roback? 

Mr. Rosackx. Did you ever know what the commissions were at 
any given time? 

Mr. Ross. As to the amount owed me or anything’ Is that what 
you are asking? 

Mr. Ropack. | mean other than the 500 a month which you re- 
ceived, did you know at any time you received that money what the 
status of your account was, whether you had earned more than that 
or less than that 

Mr. Ross. No, I didnot. Atnotime did I ever know. The amount 
of drawing account to me was satisfactory. 

Mr. Hotirrecp. In March of 1956 did the Southern Athletic Co. 
owe you money, in February or March of 1956? 

Mr. Ross. Well, sir, I have learned in recent weeks that Southern 
Athletic Co. has on their books as owing me $1,500, but it is the first 
time that that has come to my attention, during the past few weeks. 

Mr. Houiriecy. And that is still owed to you tod: ay? 

Mr. Ross. Yes, sir, and as I have been informed, from earnings in 
1951 and January 1952. 

Mr. Houirrecp. In the vears during 1952 to 1956 in the sworn cor- 
porate statements filed with the secretary of state of Tennessee, you 
were listed as vice president. 

You have found that out ? 

Mr. Ross. Yes, sir. 

Mr. Houirrerp. Are you familiar with the publication known as 
the New York Red Book, 61st edition, 1952, Williams Press, Inc.. 
Albany, N. Y., John S. Mearns, editor ¢ 

Mr. Ross. I am familiar with it. That is all I can say at the mo- 
ment. 

Mr. Hoirieip. This publication states the information contained 
therein is revised and corrected to July 1, 1952, and at page 839 you 
are identified as the vice president and sales manager of Wynn 
Enterprises, 2 Manhattan business firm. Did you supply the infor- 
mation for that publication / 

Mr. Ross. I have no recollection that I supplied such information, 
and if I did, it was supplied before I was elected to Congress in 
February. 

Mr. Hortrievp. And you have stated that it is incorrect ? 

Mr. Ross. I was not at this time, not according to my understand- 
ing. 

Mr. Hoxirtevp. But you have stated today that to the best of your 
knowledge you did not know that you were vice president ? 

Mr. Ross. No, that is not exactly what I said, sir. 

May I make a comment? 

Mr. Howtrretp. Do you wish to clarify that point, then? 
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Mr. Ross. If you will suggest, sir, what I am to clarify. 

Mr. Ropack. May I suggest, Mr. Chairman, you stated in your 
prepared statement that you severed your connection with all these 
companies in February 1952. 

Mr. Ross. That is right. 

Mr. Rozack. The Red Book shows you, identifies you as vice presi- 
dent and sales manager of Wynn Enterprises—— 

Mr. Ross. As of July 31. 

Mr. Ropack. 1952. 

Mr. Ross. According to my understanding I was not vice presi- 
dent because I submitted a letter of resignation in February resign- 
ing as vice president and from that company. 

May I comment about the statement that was published in Ten- 
nessee that you speak of, which listed me as being vice president 
of Southern Athletic Co? 

I have said before, and I state again, of course that was without 
my knowledge. I had no knowledge of that whatsoever. I think 
Mr. Wynn has testified that that was in error, but even the submis- 
sions of the statements listing me as vice president was without my 
knowledge. 

Mr. Rosack. Is it fair to say that you never resigned specifically 
from the corporation because you were never aware that you were vice 
president of the corporation ? 

Mr. Ross. No, sir, I don’t want to state it that way. I want to 
state it that at the time I submitted the letter of resignation, I did 
not recollect, I did not remember at that time that I had been made 
a vice president, but I considered my letter of resignation as severing 
all connections with the company. 

Mr. Rosack. Do you think it is unusual to be made a vice presi- 
dent of a corporation without being informed of it? 

Mr. Ross. I would think it would be unusual, and therefore I think 
at some point I must have been informed. 

Mr. Rosack. But at some point you were not informed that you 
were still vice president ? 

Mr. Ross. I never was informed that I was being so carried on 
the statements referred to. 

Mr. Rosack. Did you perform 

Mr. Ross. I think my letter of resignation to Wynn Enterprises 
would indicate that I was aware of the seriousness of retaining an 
association with companies doing Government work, and that had I 
remembered that I was a vice president of Southern Athletic Co., I 
would have included it in my letter of resignation. 

Mr. Rorpack. Did you perform any services for any other com- 
pany in which Mr. Wynn was interested, other than the two that 
were mentioned ? 

Mr. Ross. Oh, I cannot recollect sir. 

That is 1949, 1950, 1951. I may have been called upon in those 
years to perform some services for them. 

Mr. Rosack. In your capacity as an officer of Wynn Enterprises, 
to what extent did you participate in contract matters when you 
were an officer of that company ? 

Mr. Ross. If any, sir, a very small degree. 

Mr. Rozack. Do you recall ever submitting bids for Wynn Enter- 
prises or Southern Athletic Co. to a Government procuring agency? 
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Mr. Ross. I don’t believe over my signature that I ever submitted 
any bids. 

Mr. Rosack. Do you personally recall ever signing any contracts? 

Mr. Ross. I don’t recall. 

Mr. Rozacx. Is it possible that you may have? 

Mr. Ross. It is possible. I was listed as an officer of both concerns 
at the time. 

Mr. Rosack. What was the nature of the services you performed 
for Southern Athletic Co. after your service in the Congress? 

Mr. Ross. What was the nature of the services performed; you are 
speaking of the 10 days or 2 weeks? 

Mr. Rorack. Right. 

Mr. Ross. That was during the period that they were going to have 
the sporting goods show, I believe, in Chicago, and I went in the 
office to help in arrangements for that. And ‘at that point I wasn’t 
sure just what I was going to do of a permanent nature. I did assist 
them in arranging for the sporting goods show. 

Mr. Rogack. Matlock Hays, on “March 16, 1954, wrote a letter to 
Wynn Enterprises addressed to the attention of Mr. R. T. Ross. Do 
you have any observation on that 

Mr. Ross. Probably an error. It probably should have been Mrs. 

Mr. Rosack. It was addressed to your attention; that is Mr. R. T. 
Ross and gentlemen. Mr. Hays also wrote letters about that time to 
Mrs. Ross addressed, “Dear Mrs. Ross.” Is there any significance ? 

Mr. Ross. I don’t know, sir. I have never seen the letter. I was 
not with the firm. 

Mr. Rosack. After your last. period of service in the Congress and 
your subsequent connection with these companies, when did you first 
become associated with the Department of Defense? 

Mr. Ross. About March 17, 1954. 

Mr. Rosack. What was your title at that time? 

Mr. Ross. Deputy Assistant Director for Legislative Affairs. 

Mr. Ropack. Would you enlighten the committee as to why you 
were carried as a consultant on a Government payroll at that time? 

Mr. Ross. Yes; until they could process the papers, which I think 
isnormal. When anew appointee comes in it takes some time to proc- 
ess the papers, and they carry them on as consultant for a period of 
time. 

Mr. Rorack. Is it your recollection that that was just for a period 
of a few weeks? 

Mr. Ross. Whatever it was, sir. I don’t remember. 

Mr. Ropack. At what date did you enter the position that you last 
held in the Department ? 

Mr. Ross. March 15, 1955, I believe. 

Mr. Rosack. What was the official title? 

Mr. Ross. Assistant Secretary of Defense for Legislative and Pub- 
lic Affairs. 

Mr. Ropack. Did you arrange a meeting or at least make some tele- 
phone calls and arrange a meeting for your brother-in-law with Gen- 
eral Bare when you were aware that Southern Athletic Co. owed vou 
money at that time? d 

Mr. Ross. No, sir. 

Mr. Ropack. You were not aware? 
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Mr. Ross. No, sir. 

Mr. Rosackx. You found that out subsequently? When did you 
find that out? 

Mr. Ross. When this problem came up and Mr. Wynn submitted 
certain records and papers to the congressional committees that had 
indicated an interest, and at that time ST saw a copy of this statement 
which I think has been submitted to you or which you have seen. 

Mr. Rozack. In your letter of resignation to the President, you 
referred to Wynn Enterprises, Inc., and Southern Athletic Co. as 
a long-established clothing manuf: .cturer. In what sense do you ap- 
ply that term to W ynn Enterprises, Inc. ? 

Mr. Ross. I hav e firsthand knowledge that they have been in the 
clothing business since 1944, with my ‘wife running the New York 
office. 

Mr. Rosacx. Is it your impression that clothes were manufactured 
to the 7 count of Wynn Enterprises, Inc. ? 

Mr. Ross. I beg your pardon ? 

Mr. Rosack. Is it your impression th: at clothes were manufactured 
to the account of Wynn Enterprises, Inc. 

Mr. Ross. I believe over the years th at they have engaged in the 
manufacture of civilian clothing, boy’s, men’s, for Wynn Enter- 
prises, and that they have handled it and sold it as a firm. 

Mr. Rozack. When you use that term, do you distinguish—I mean, 
did you have the impression that they were a long-established cloth- 
ing manufacturer or a selling and buying office for other manu- 
facturers ? 

Mr. Ross. No. I think it is reasonable to say that they have the 
reputation in the field of the clothing industry as being a long- 
established clothing manufacturer. 

Mr. Rosack. You stated in your letter to the President that these 
companies, since 1944, had submitted sealed bids on various clothing 
procurement. 

You are not suggesting that all the procurements were on sealed 
bids, were you ? 

Let’s put it this way: Were you aware that there were negotiated 
contracts ? 

Mr. Ross. I am not aware that there were any negotiated contracts, 
Particularly I wasn’t aware at the time. I do know it is a practice 
of the procurement office to enter into competitive bids and negotiated 
bids. 

WwW hether these companies had any negotiated bids, I don’t know. 

Mr. Rozack. You referred to the date 1944. Did you subsequently 
learn that the Wynn Enterprise contracts started in 1951 rather than 
1944 ? 

Mr, Ross. Yes. 

Mr. Ropacx. And did you become aware that at least 3 out of 
5 contracts before the present one were negotiated contracts? 

Mr. Ross. With Wynn Enterprises? 

Mr. Rosack. Yes. 

Mr. Ross. I wasn’t aware of that. 
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ings to indicate any evidence of wrongdoing, impropriety, or con- 
flict. of interest. 

You are making an interpretation, are you not, of the McClellan 
subcommittee’s hearings. You are not suggesting that they made 
any formal finding or report, are you? 

Mr. Ross. No. That is based on the information that was dis- 
cussed at this executive hearing, or the matters which came up for 
discussion. 

Mr. Rosacx. Did you consider it improper to arrange a meeting 
for your brother-in-law in connection with a contract matter which 
had monetary implications ? 

Mr. Ross. Let me put it another way, if I may, sir; that the tele- 
phone appointment I made for Mr. Wynn I did not consider as being 
improper, and I do not today consider it as being improper. 

Mr. Ropack. If you had known at the time that money was owed 
you from Mr. Wynn’s company, would you have considered it im 
proper ¢ 

Mr. Ross. No, sir. 

Mr. Ronack. Has it ever come to your attention in the case of any 
contracting dispute or contract controversy that your wife or any 
other Wynn company official in which Mr. Wynn was interested had 
threatened, if such company did not receive satisfaction from the 
procurement activity on the matter of dispute, that it would be pro- 
tested to the Secretary of Defense ? 

Mr. Ross. I have been told about and maybe I have seen it, I am 
not sure, a letter written by someone and maybe Mr. Wynn, where 
he referred to going to the Secretary of Defense, as you put it. 

I have been told about that, or maybe I have seen it. 

Mr. Rosack. In your capacity in the Department, if such a pro- 
test had been taken, normally you would have been aware of it, 
would you not? 

Mr. Ross. No, sir. 

Mr. Rorack. Suppose it were a contract in dispute of some propor- 
tions on which a congressional investigation started. You were in a 
position to determine what information would be made public, to 
some extent, were you not? 

Mr. Ross. If it came to the point of determining what. information 
was to be made public in consultation with the general counsel and 
other interested people in the Pentagon, a determination would be 
made as to what information would be releasable to the public. 

Mr. Rosack. Were you not in the position, when this matter came 
up at the congressional inquiry, of supplying information to this 
committee concerning your own situation ? 

Mr. Ross. You are talking about my specific problem? 

Mr. Rozack. Yes. 

Mr. Ross. Yes; you are right, and that is the reason that I took a 
leave of absence from my position, because I did not want to be placed 
in the position of hampering any of the committees in their investi- 
gations. 

Mr. Ronack. Were there any individuals in your immediate office 
in the Department of Defense who wore any suits supplied by any 
of the companies in which Mr. Wynn was interested ? 

Mr. Ross. I think there were probably three fellows in the Penta- 
gon in my immediate office, associate workers, that I mentioned one 
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day that Mr. Wynn made suits and they could get them wholesale, 
and I think probably a total of three suits were furnished them whole- 
sale at $10 each or $10.50 each, which is the wholesale price. 

Foon Rorackx. Were these suits that wholesale at $10 and retail for, 

7, $20? 

Mike Ross. I don’t know what the stores get for them. Some may 
get $12, some $19, some $17. 

Mr. Ronack. Were those $10.50 suits? 

Mr. Ross. I beg your pardon? 

Mr. Rorack. Were those persons in your immediate office wearing 
$19 suits? 

Mr. Ross. They are summer suits and they may on occasion wear 
summer suits. 

Mr. Rosack. Who initiated the suggestion ? 

Mr. Ross. I have no notion. 

Mr. Rozack. Do you recollect whether you initiated it ? 

Mr. Ross. No; I have no notion. 

Mr. Ropack. You stated before this committee and also in your 
letter of resignation to the President certain principles governing 
conduct of officials. 

When you made that statement did you consult counsel in the 
Department of Defense? 

Mr. Ross. No, sir. 

Mr. Rozwack. Did you consult counsel outside the Department of 
Defenes ? 

Mr. Ross. Not with respect to the preparation of this statement. 

Mr. Ronack. Are you a lawyer? 

Mr. Ross. No, sir. 

Mr. Rosack. On what basis did you rest your contention that this 
was a historic principle? 

Mr. Ross. It is my firm belief that it is, sir. 

Mr. Rosack. Not based upon any professional acquaintance either 
with the law or with the custom ? 

Mr. Ross. It is based on having served 3 years in the Congress and 
having been in Government 3 years and having been in Washington 
a total of about 7 and having worked to a great extent with lawyers 
and having been interested in having some knowledge of the Govern- 
ment. 

Mr. Rosack. Were you ever aware when you made that statement 
that when issues of a similar nature were litigated in State courts, 
that sometimes a wife or husband was proscribed from having a con- 
tract ? 

Mr. Ross. In what,sir? I missed part of your question. 

Mr. Rosack. Were you aware when you made that statement, and 
you referred to the customs of the country, the ethics, practices, the 
Congress and the public, were you aware when you parson that state- 
ment that such matters had been litigated in State courts? 

Mr. Ross. No, sir. 

I think I was careful to limit this to members of Federal agencies 
and Members of Congress. 

Mr. Rosack. You were talking about the customs and practices of 
Federal agencies ? 

Mr. Ross. Yes, sir. 
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Mr. Ropack. Were you aware when you made that statement that 
on some occasions many years ago the Comptroller General has ex- 
pressed a position in a policy way that: 

Payments to or contracts with wives of Government employees are open to 
criticism for possible favoritism and preferential treatment and it has been held 
that such payments or contracts should not be made except for the most cogent 
reasons. 

Were you aware of that opinion ? 

Mr. Ross. No, sir. 

Mr. Ropack. Would you agree with this statement, sir: 

It would be repugnant to public policy for the wife of a Government official 
occupying a major administrative or policymaking position to receive any such 
award regardless of the existence of any direct authority in him to approve the 
award or to make decisions respecting controversies which might develop be- 
tween the Government and the contractor. His position would in itself tend to 
create a basis for favoritism in the making of the award or in the settlement of 
disputes on questions arising out of the contract. 

Mr. Ross. I am not familiar with that statement. 

Mr. Rorack. Would you agree with it 

Mr. Ross. I'd have to know the circumstances under which it was 
stated. 

Mr. Rornack. Does it conflict with the statement you have made to 
this committee ? 

Mr. Ross. You haven’t indicated to me that there is any conflict, 
sir, if I may say so. That may have been in connection with a nego- 
tiated award. I am speaking of competitive normal business opera- 
tions of long-established tenure. 

Mr. Rozack. Let us assume for the sake of discussion that we are 
talking about competitive award. Does your testimony before the 
committee agree or is it contrary to the statement that it would be 
repugnant to public policy for the wife of a Government official oc- 
cupying a major administrative or policymaking position to receive 
such an award ¢ 

Mr. Ross. I would have to know, sir, to what that was to be applied. 

Mr. Rornack. To a Government contract, the wife of a Government 
official or maybe both. 

Mr. Ross. I don’t agree with it under the circumstances that I have 
outlined and under the conditions under which the Wynn Enterprises 
and these other companies have been operating since 1944 and 1940. 

Mr. Rozacx. When you made this appointment with General Bare, 
was that an unusual thing to do, when you arranged this appointment 
with General Bare for your brother-in-law, was this an unusual thing 
to do? 

Mr. Ross. It was unusual in the sense of my being called upon by 
Mr. Wynn to make an appointment for him, because . has not called 
upon me to do so, and in this instance it was a courtesy appointment 
similar to those that I have made many times at the request of Mem- 
bers of Congress for constituents. 

I have read the testimony of Colonel McClain and other Marine 
Corps people in connection with it, and I think it is obvious to mem- 
bers of that committee that that is what it was. 

It was a courteous appointment and that is all it was, a courtesy 
appointment. 

Mr. Ropack. You stated in your letter of resignation that you had 
not received any compensation or benefits from any award. You dis- 
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tinguish there, do you not, between a specific benefit out of the award 
in the form of some fee or commission, let us say, and the benefits 
that you would get by virtue of being the husband of the person doing 
business with the Government. 

Mr. Ross. I make it all inclusive, sir, when I say financial benefits. 

Mr. Rozack. Do you file joint tax returns? 

Mr. Ross. Yes, sir. 

Mr. Rogack. Do you enjoy the benefits of two incomes together ? 

Mr. Ross. I beg your pardon ? 

Mr. Rosack. You receive the benefits of income which your wife 
receives ¢ 

Mr. Ross. I think I should speak to that for a moment, Mr. Roback. 
The Congress authorized the people of the United States to file joint 
income-tax returns. I file one with Mrs. Ross. To the extent that her 
income is less than mine, I benefit. If she had no income, I would 
benefit that much greater. If her income were larger, | would person- 
lly benefit less. 

‘As it happens, my income for a few years has been greater than hers, 
but I would say to you if she had no income, I would benefit per rsonally 
to a greater degree than I do because she does have some income. 

Mr. Rosacx. Do you have any information one way or the other 
that your position in the Department of Defense was represented to 
any procurement official by anyone representing any Wynn company ? 

Mr. Ross. I don’t believe that it was, sir, and if it was, it was with- 
out my know lediee 

Mr. Rozack. You stated in your letter, I believe, you made public 
in one form or another certain information regarding the contract 
awarded to Wynn Enterprises, Inc. 

You said that it was let in accordance with normal procurement 
procedures. 

Mr. Ross. I was so informed. 

Mr. Ropack. You were so informed by whom? 

Mr. Ross. That is difficult for me to say because at that time I 
was in the Pentagon and I talked to many people. 

Mr. Rosack. Were you aware when you made that statement that 
Wynn Enterprises had received a negative survey report by the 
Quartermaster Corps? 

Mr. Ross. I am not sure whether I was aware of that at that time 
or not. I have since read the testimony that that is not other than 
normal. 

Mr. Rosack. You stated previously that you severed all connec- 
tions with Wynn Enterprises and Southern Athletic Co. in February 
1952. Had you forgotten at the time that you did some services sub- 
sequently for which ; you received compensation ? 

Mr. Ross. I never formally associated myself with the companies 
again. 

Mr. Rozack. That is, you did do some work and did receive com- 


pensation, but not in the sense of being connected with them; is that 


what you mean? 

Mr. Ross. Not in the sense, sir. 

Mr. Ropack. You severed all connections in 1952? 

Mr. Ross. That is right. 

Mr. Ropack. But subsequently you did some little work and re- 
ceived some compensation ? 
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Mr. Ross. That is right. 

Mr. Rozack. But were you aware of that at the time you stated 
publicly that you had sev ered all connections in 1952? 

Mr. Ross. I was aware of that; yes, sir. 

Mr. Ropack. But you didn’t interpret that as indicating a con- 
nection ? 

Mr. Ross. That I had formulated a formal connection with any 
of the companies. 

Mr. Rosack. Is it your understanding that Southern Athletic Co. 
owes you $1,500? 

Mr. Ross. I understand so. 

Mr. Ropack. And you learned about that when ? 

Mr. Ross. I beg your pardon. 

Mr. Rosacx. When did you learn about that? 

Mr. Ross. I explained, sir, a while ago I thought that I learned 
when these statements were furnished to various committee people, 
and I was shown a copy of it. 

Mr. Horirrevp. Mr. Morgan. 

Mr. Morean. Mr. Ross, during 1952, did you have any income 
other than your congressional salary from February of 1952 until 
the end of the year? 

Mr. Ross. Not from the time I was elected to Congress. 

Mr. Morgan. Can you recall receiving any income dur ing the month 
of August or September or October of 1952 other than your congres- 
sional sal: ary? 

Mr. Ross. No, sir; I did not. 

Mr. Morean. Can you recall or could you furnish the committee 
with the information as to what the deposit made to your checking 
account on September 16 consisted of, a total of $1,500, in even figures ? 

Mr. Ross. September when, sir? 

Mr. Moraan. September 16, 1952, and also—— 

Mr. Ross. If the bank has the record I can furnish it to you maybe. 

[ don’t just have any recollection of it. 

Mr. Morean. I realize that is quite some time back, Mr. Ross, and 
we are not asking you to furnish that information now. 

Mr. Ross. You will have to give me the date again, sir. 

Mr. Ronack. September 16, 1952. 

Mr. Ross. All right. 

Mr. Ronacx. And would you also furnish an explanation for the 
deposits to your account for the month of October 1952, which totaled 
$2,615.27 ¢ 

Mr. Ross. All right. IJ think I borrowed the $1,500. 

Mr. Rowack. Could you recall from whom you borrowed that? 

Mr. Ross. I'll look it up and see if that is what it represents. 

Mr. Horirrecp. That is all the questions that we wish to ask you 
now, Mr. Ross. You have been requested to furnish certain informa- 
tion which we trust you will furnish to the committee and if you have 
any further statement to make at this time, we will be glad to have it. 

Mr. Ross. I have no further statement. I thank you, Mr. Chair- 
man and members of the committee. 

Mr. Houtriretp. Mrs. Ross, will you please come to the witness 
stand. 

Mr. Ameross. Mr. Chairman, Mrs. Ross has asked that I sit with 
her, if I may. 
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Mr. Houirtevp. You are welcome to sit with her and she is welcome 
to consult with you on any questions the committee may ask. 

Mr. Amprose. Thank you, sir. She has a short statement which she 
would like to read. 

Mr. Hotirieip. Before you read it, Mrs. Ross, we are hearing these 
witnesses under oath. 

Do you swear the testimony you are about to give to this commit- 
tee will be the truth, the whole truth, and nothing but the truth, so 
held you God? 

Mrs. Ross. I do. 

Mr. Hotirretp. You may be seated. 

Now, Mrs. Ross, if you wish to proceed you may go ahead. 


TESTIMONY OF CLAIRE WYNN ROSS, PRESIDENT, WYNN ENTER. 
PRISES, INC.; ACCOMPANIED BY LEONARD AMBROSE, ATTORNEY 


Mrs. Ross. Mr. Chairman, I am pleased to have the opportunity to 
appear before this committee to discuss the operations of Wynn En- 
terprises and to clear up any implication that Mr. Ross in any way 
had anything to do with this ustasie during his period of service with 
the Government. 

Wynn Enterprises was organized in 1944 by my brother and myself 
as the sales and buying office and to manufacture men’s and boys’ 
elothing. Mr. Wynn was president from 1944 until October 1956. 
My position during this period was secretary and treasurer until Mr. 
Wynn resigned when I became treasurer. 

All outstanding stock is owned by Mr. Wynn’s family and myself. 
No dividends have ever been paid. Mr. Ross has never at any time 
owned any stock, nor have payments of any kind ever been made to 
Mr. Ross by Wynn Enterprises. 

Over the years Wynn Enterprises has owned, leased, or contracted 
for manufacturing facilities for the manufacture of civilian and mili- 
tary clothing. 

Also Wynn Enterprises represents some of Mr. Wynn’s companies 
as New York sales and buying office. 

Since about 1950 Wynn Enterprises has submitted sealed bids on 
many contracts for military clothing requirements. During years 
1951-56 Wynn Enterprises was awarded 6 contracts as the low 
responsible bidder for the manufacture of trousers for the military; 
3 contracts in 1951, 1 in 1952, and 1 in 1953 and 1 in 1956. 

In September 1956 Mr. Wynn, as president of Wynn Enterprises, 
submitted a sealed bid for 249,000 pair of trousers, and on November 
13 contract was awarded to this company as low responsible bidder 
in accordance with normal bidding and procurement procedures. 

With respect to Mr. Ross, I want to state emphatically that he was 
not aware that the bid on 249,000 pair of trousers had been submitted, 
nor did he have any knowledge about it nor did I discuss it with him 
until award was made which was announced in the Daily News 
Record, November 17. 
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At no time have I ever mentioned Mr. Ross’ name to any procure- 


ment officer in connection with this or any Wynn Enterprises matters. 


Mr. Ross has no interest in Wynn Enterprises and does not benefit | 


financially from their operation. That the awarding of this contract 
was in no way unusual—you will note that 5 contracts for trousers 
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were awarded to Wynn Enterprises during 1951, 1952, and 1953 before 
Mr. Ross took a position in the Pentagon in 1954. 

I want to say, Mr. Chairman, that I feel by the adverse publicity 
in connection with the award of this contract that Mr. Ross has been 
done a great injustice, particularly so since he had no connection what- 
soever with Wynn Enterprises during his period of service in the 
Pentagon. 

I think the Government was most fortunate in having Mr. Ross’ 
services 3 years in his position in the Pentagon. There is no more 
honorable man in Congress or in the executive branch of the Govern- 
ment than my husband. The only thing he can be criticized for is 
being married to someone who has been doing legitimate business 
with the Government over a period of many years. 

Mr. Hortrrerp. Thank you, Mrs. Ross, for that statement. It is 
certainly spoken like a true and loyal wife. 

Mrs. Ross. Thank you. 

Mr. Houtrtevp. It will be necessary for us to ask you some questions, 
Mrs. Ross, and we will proceed at your pleasure, and if on any of the 
questions you wish to consult with your attorney, why feel free to 
do so. 

Mr. Rorack. Mrs. Ross, what Wynn companies have you been an 
officer or director of since 1951 ? 

Mrs. Ross. I couldn’t answer because I don’t know. 

Mr. Rosack. You don’t know which companies ? 

Mrs. Ross. I don’t recall; no. 

Mr. Rozackx. Do you recall what your corporate position is with 
Wynn Enterprises, Inc. ? 

Mrs. Ross. Do I recall what? 

Mr. Rosackx. What position you hold and have held in Wynn En- 
terprises, Inc. ? 

Mrs. Ross. I was secretary and treasurer from 1944 until October 
1956. October 1956 I became president and treasurer, secretary, rather. 

Mr. Rorack. Did you keep the books as secretary-treasurer ¢ 

Mrs. Ross. Yes; I do. 

Mr. Rozsacx. What is the amount of your stockholding interest in 
Wynn Enterprises, Inc. ? 

Mrs. Ross. You mean shares ? 

Mr. Rorack. Yes. 

Mrs. Ross. At this point I own 13314 shares. 

Mr. Rozack. That represents how much of the total ? 

Mrs. Ross. I can’t hear you. 

Mr. Rosackx. How much of the total does that represent ? 

Mrs. Ross. There are 200 shares. 

Mr. Rorack. Prior to obtaining the present contract, how many 
employees were there at Wynn Enterprises, Inc. ? 

Mrs. Ross. Two for the past few years. 

Mr. Ropack. Two for the past few years? 

Mrs. Ross. Two to three; yes. 

Mr. Rosacx. Were there ever substantially any more than two? 

Mrs. Ross. At the time when we made thousands and thousands 
of shorts, slacks or jackets, different things, for chain stores and 
other stores, we did have more people; yes. _ 

Mr. Rosack. Did you have employees in New York or elsewhere 
who worked on manufacturing ? 
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Mrs. Ross. I can’t hear you. 

Mr. Rozack. Prior to the present contract, did Wynn Enterprises, 
Inc., employ persons to manufacture clothing ? 

Mrs. Ross. Did we employ people? 

Mr. Rozack. Prior to the present contract ? 

Mrs. Ross. To cut, make, and trim, is that what you are talking 
about 

Mr. Ropack. Yes. 

Mrs. Ross. Yes. 

Mr. Rosack. Does the corporation have payroll accounts which 
will show such employees on the payroll? 

Mrs. Ross. No; we pay for it so much per garment. 

Mr. Rogpack. You mean you bought the garment ? 

Mrs. Ross. We furnish the material and all the findings. 

Mr. Ropack. You bought the material ? 

Mrs. Ross. And the findings, or the trimmings, as we call it, and 
we pay the person to make it, in other words, cut and make it. 

Mr. Rogpack. They were not on the payroll of Wynn Enterprises? 

Mrs. Ross. No. 

Mr. Rosack. So that other than the two employees which may have 
been more or less, you did not have manufacturing employees on the 
payroll of Wynn Enterprises prior to the present contract? 

Mrs. Ross. Back in the 1940's; yes. 

Mr. Ropack. Did you ever have any contracts in the 1940's? 

Mrs. Ross. For the Government ? 

Mr. Ropack. Yes. 

Mrs. Ross. No; but I did a lot of civilian business, an awful lot of it. 

Mr. Rogpack. Do you have payroll accounts which will show manu- 
facturing employees carried on the payrolls, social security accounts, 
employment security, or whatever? 

Mrs. Ross. I don’t know what I have now. Back in 1944-45, I don’t 
have those records any more, 1946, but I did have them; yes. 

Mr. Ho.irretp. Mrs. Ross, I think what Mr. Roback is trying to 
determine is whether at any time since the establishment of Wynn 
Enterprises if you were actually engaged in manufacturing or if your 
business procedure was the subcontracting at all times of manufac- 
turing. Did you operate directly a manufacturing plant at any time! 

Mrs. Ross. In Orlando, Fla., we had a factory down there. 

Mr. Houirrevp. And this was in the forties ? 

Mrs. Ross. Yes; back, way back. 

Mr. Hourrrevp. But from, say, 1951 to 1956 

Mrs. Ross. We have not owned a factory. 

Mr. Houirtetp. You have not owned a factory ? 

Mrs. Ross. No. 

Mr. Hottrretp. Or facilities? 

Mrs. Ross. I have had machinery. 

Mr. Hoxirtecp. You have had machinery. 

Mrs. Ross. Which was left over from this factory in Orlando. 

Mr. Hoxirrecp. And you leased that machinery to different manu- 
facturing companies who did subcontract work for you? 

Mrs. Ross. Mr. Wynn, I think, took care of that. I wouldn’t know. 

Mr. Morgan. Mrs. Ross, the plant that you operated in Orlando, 
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Mrs. Ross. No one affiliated with Wynn Enterprises, with the other 
companies at all, 

Mr. Morgan. That facility was not owned—— 

Mrs. Ross. It was a thanell Gahan 

Mr. Ropack. That facility was not owned by Majorette Sportswear 
and leased to you, Wynn Enterprises ¢ 

Mrs. Ross. No. 

Mr. Morcan. From whom was it leased ? 

Mr. Amprose. I have forgotten also. 

Mr. Morean. And the equipment was not owned by Majorette 
Sportswear or any of the other companies in which Mr. Wynn had 
an interest and leased to you? 

Mrs. Ross. No. 

Mr. Rosacx. Do you recall the years in which that machinery was 
depreciated ? 

Mrs. Ross. Well, it was in the forties, purchased probably in 1944. 

Mr. Rosack. What are and have been the sources of income for 
Wynn Enterprises, Inc., in the past 6 years? 

Mrs. Ross. We do some cut, make, and trim work. 

That is, we buy material and we have a manufacturer to make them 
and we sell them. We build them and sell them; in addition to that 
two of Mr. Wynn’s companies, in 1944, 1945, or i946, something like 
that, have paid us money for the upkeep of the New York office for all 
the work we do. 

Mr. Rozack. When Wynn Enterprises receives a Government con- 
tract, do the books of W = Enterprises show any Government pay- 
ments on those contracts? 

Mrs. Ross. Your committee was up there and they went through my 
books thoroughly and they could get the information. They spoke 
tomy auditor. I am not an auditor and that is what I pay an auditor 
for. 

Mr. Rosack. You are secretary-treasurer. You keep the books. 

Mrs. Ross. But I don’t do that work. That is what I pay an audi- 
tor for. 

Mr. Rosack. You have had at least five contracts. We are trying 
to find out whether those contracts were actually a matter of receiving 
payment from the Government for their performance. 

Mrs. Ross. I can’t answer the question right now. I don’t know. 
I think you went into that with Mr. Wynn. 

Mr. Rosack. Do you think he might know ? 

Mrs. Ross. He said he would find out, I believe. Mr. Wynn was 
president of the company. 

Mr. Rosack. Did you have anything to do with the manufacturing 
end of it? 

ee Ross. Do I have anything to do with the manufacturing end 
of it 

Mr. Ropack. Yes. 

Mrs. Ross. At that time very little. 

Mr. Rozack. Very little? 

Mrs. Ross. Yes. 

Mr. Rosack. Do you have anything more to do with it now? 

Mrs. Ross. I would have more if I had not been ill. Do I know 
anything about manufacturing? Yes. 
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Mr. Roracx. Do you understand the nature of the contract relation- 
ship between Wynn Enterprises, Inc., and companies that actually 
produce the goods on these Government contracts held by Wynn 
Enterprises ¢ 

Mrs. Ross. I can’t hear. 

Mr. Amprosre. Would you repeat the question, Mr. Roback? 

Mr. Ropacx. When Wynn Enterprises received a Government con- 
tract and specified that the contract was to be performed down in 
Knoxville, let us say, did you understand the nature of the contract 
relationship as between Wynn Enterprises, Inc., and the company that 
did the producing? 

Mrs. Ross. Mr. Wynn handled all the contract matters back in 1951, 
1952, and 1953. He was president of the company. I didn’t have 
anything to do with it. 

Mr. Rorack. Since you acquired the present contract, have you filed 
with the State of Tennessee 

Mrs. Ross. I can’t hear you. 

Mr. Rosack. Have you filed as a manufacturing corporation with 
the State of Tennessee ? 

Mrs. Ross. I don’t know, but I have a man in Knoxville who prob- 
ably has. He takes care of the matters down there. I am in New 
York. 

Mr. Houtrtetp. Mr. Ambrose, will you obtain that information ? 

Mr. Amprose. Yes, Mr. Chairman. 

Mr. Rosack. Do you know, Mrs. Ross, whether any of the expenses 
of performing Government contracts received in the name of Wynn 
Enterprises were charged to the New York corporation ? 

Mrs. Ross. You will have to say it over. I can’t hear you. 

Mr. Rogack. Mr. Reporter, will you read that question ? 

(Question read.) 

Mrs. Ross. I just don’t get the question, frankly. 

Mr. Rosack. What is that? 

Mrs. Ross. I just don’t understand the question. 

Mr. Rogacx. When the books of Wynn Enterprises, Inc., show 
expenses for entertainment, advertising, and the like, what are these 
for? 

Mrs. Ross. For civilian stuff. 

Mr. Ropack. Those are strictly for civilian stuff? 

Mrs. Ross. Certainly. I do an awful lot of work. I have buyers 
in all the time. 

Mr. Ropack. Can you advise the committee what Wynn Enterprises 
buys and what it sells? 

Mrs. Ross. Well, I sell a lot of stuff and I buy an awful lot of stuff. 
I sell suits, pants, jackets, sporting goods. I buy all the fabrics prac- 
tically that goes into everything—thread, buttons, pocketing, linings. 
You can’t make clothing unless you get the parts that go with it. 

I select and send down all the piece goods that we have in all our 
lines. 

Mr. Rosack. You say you can’t make clothing. Wynn Enterprises 
hasn’t been making things. 

Mrs. Ross. This is part of the duties I do for the companies. 

Mr. Ropack. You buy them and charge them to your account and 
then sell them? 
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Mrs. Ross. No. I said this is part. You asked me what else Wynn 
Enterprises did. I said that is some of the things they do. 

Mr. Rogackx. What do you buy and what do you sell that is re- 
flected on the books of your company ? 

Mrs. Ross. We make slacks. 

Mr. Ropack. Slacks? 

Mrs. Ross. Slacks, yes; pants, trousers, britches. 

Mr. Rosnack. You mean you buy the woods and then you farm out 
slacks ¢ 

Mrs. Ross. That is right, cut and make it. 

Mr. Ropack. Are you familiar with fees or commissions that are 
paid to you from any of the companies that Mr. Wynn controls? 

Mrs. Ross. Am I familiar with it ? 

Mr. Ropack. Yes. 

Mrs. Ross. In what way ? 

Mr. Rozack. Well, do you know, for example, how many fees or 
commissions are owing to you ? 

Mrs. Ross. At this moment ? 

Mr. Rosack. Well, I mean at any given time ? 

Mrs. Ross. I wouldn’t know unless I looked at the books. I would 
have to look at the books to find out. I don’t carry that in my head. 

Mr. Ropack. On what basis are those fees or commissions paid? Do 
you bill them ¢ 

Mrs. Ross. You looked at my books. You found out. 

Mr. Ropack. I am asking you the question, Mrs. Ross. 

Mrs. Ross. I don’t have the books in front of me, so how can I tell 
you ? 

Your men were in New York and they looked at my books and got 
all the information out of there. They spoke to my auditor. 

Mr. Houirtetp. Mrs. Ross, may I explain to you that the access to 
your books is one thing, but testimony before a congressional com- 
mittee is another, and so, if on any of these matters, whether the in- 
vestigators have looked at the books or not, if you have knowledge 
of them, we would invite you to be responsive to the question regar d- 
less of whether they have looked at the books or not. 

If you do not know, of course 

Mrs. Ross. I can’t give you a certain figure because I don’t know 
in my head but they do) pay me money every year. 

Mr. Houirteip. Do they pay you on the basis of a certain set per- 
centage ? 

Mrs. Ross. They pay me on mostly the amount of work I do. 

Mr. Houirrerp. And you do not know how that is computed 

Mrs. Ross. No; Mr. Wynn does it. 

Mr. Houtrteirp. Mr. Wynn does it ? 

Mrs. Ross. That is right. 

Mr. Ropack. Do you or have you ever received any income person- 
ally from Mr. Wynn, not reflected on the books of the corporation 

Mrs. Ross. No. 

Mr. Rorack. Do you receive any income from any other company 
other than Wynn Enterprises ? 

Mrs. Ross. No. 

Mr. Rosack. What is your yearly salary ? 

Mrs. Ross. I wouldn’t care to say. 

Mr. Rornack. You wouldn’t care to state ? 
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Mrs. Ross. No 

Mr. Horirtetp. Mrs. Ross, if you know what your yearly s salary is, 
if it is a definite amount, you should be responsive to the question. 

Mrs. Ross. In what years? 

Mr. Ropwack. For the last 6 years. 

Mr. Houirievp. If you wish to furnish that information to the com- 
mittee, if you do not have it in your head, why the committee can 
receive it. 

Mrs. Ross. All right, fine. 

Mr. Amprose. I assure you that the committee will receive the 
information, Mr. Chairman. 

Mr. Rozack. Do you recall whether you have ever borrowed any 
money from Wynn Enterprises, Inc. 

Mrs. Ross. Have I? 

Mr. Ropack. Yes. 

Mrs. Ross. No. 

Mr. Rosack. Have you ever borrowed any money from Mr. Wynn 
‘any companies that he represents ? 

Mrs. Ross. Personally, now, or Wynn Enterprises? 

Mr. Rogsack. Both personally and as a corporation ? 

Mrs. Ross. Personally, no. The corporation has borrowed money 
from Mr. Wynn. 

Mr. Rosackx. What was the purpose of borrowing for the cor- 
poration ? 

Mrs. Ross. To pay bills with. 

Mr. Rornacx. Can you enlighten the committee as to why Wynn 
Enterprises received two $500 checks in April of 1952 which were 
incorrectly entered or placed toward the account of Mr. Ross? 

Mrs. Ross. Say that over again, please ? 

Mr. Rosack. Do you recall W ynn Enterprises receiving 2 checks 
of $500 each in April 1952? 

Mrs. Ross. Yes. 

Mr. Rosack. Will you explain why these had been credited to Mr. 
Ross’ account incorrectly ? 

Mrs. Ross. No, because I am not the bookkeeper down at Southern 
Athletic. I wouldn’t know. 

Mr. Ropack. What did you do with the money ? 

Mrs. Ross. I deposited it and spent it in Wynn Enterprises. It was 
money paid to Wynn Enterprises. It had nothing to do with Mr. 
Ross. 

Mr. Rorackx. Have you ever received any payments then, before 
or since the $500 amounts? 

Mrs. Ross. Probably, a thousand, five hundred, whatever they might 
spare when I need money. 

Mr. Ronack. Whenever you need money you might get any amount? 

Mrs. Ross. That is exactly right. I couldn’t get it a lot, that’s 
what I mean, but a reasonable amount, let’s put it that way. 

Mr. Ronack. Were you authorized to sign the contract document 
for any company ¢ 

Mrs. Ross. Yes, I was. 

Mr. Ropack. Which companies? 

Mrs. Ross. I don’t recall, whichever one Mr. Wynn asked me to. 

Mr. Ropack. Do you prepare the minute books of Wynn Enter- 
prises ? 
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Mrs. Ross. Yes, I do. 

Mr. Rosack. Do you recall the minutes of the meeting of October 
1956 when Mr. Wynn resigned ? 

Mrs. Ross. I recall when he resigned ; yes. 

Mr. Rosacx. Mrs. Ross, did you ever enter Mr. Wynn’s name as 
being present at a meeting of the board of directors when he was 
not present ¢ 

Mrs. Ross. Well, since I am not a lawyer and I write out my own 
minutes because I can’t afford a lawyer, anything could be put in the 
minutes. I do the best I can with as small a legal mind as I might 
have. 

I don’t recall it but I thought I entered when he resigned. I might 
get it backward or something. 

” Mr. Rornacx. What was the occasion for your visiting the Quarter- 
master Corps on November 7, 1956? 

Mrs. Ross. November 7, 1956? 

Mr. Ropack. Yes. 

Mrs. Ross. I wouldn’t know exactly why I visited, that date. 

Mr. Rosack. Did you have occasion to discuss with the contracting 
officer matters of a bid being submitted by your company or another 
company ¢ 

Mrs. Ross. It is possible; yes. 

Mr. Rornack. Do you recall at any time on that day or any other 
day that you mentioned Mr. Ross’ name? 

Mrs. Ross. I have never mentioned Mr. Ross’ name. 

Mr. Rosack. Did anyone ever mention Mr. Ross’ name to you? 

Mrs. Ross. I don’t remember that. 

Mr. Ropack. You don’t recall that ? 

Mrs. ee No. 

Mr. Rorack. Do you recall your brother advising you about the 
time of his resignation that he no longer wanted Wynn Enterprises 
to represent him with the Government? 

Mrs. Ross. He rescinded that the next day because he needed me 
again. 

Mr. Rosacx. What is that ? 

Mrs. Ross. I say he rescinded that next day because he needed me 
again. 

“Mr. Ropacx. He rescinded it? 

Mrs. Ross. He probably got mad with me that day. After all, he 
is my brother, I’m his sister. 

Mr. Rosack. Will you explain to the committee what happened 
after the bid opening on the contract which you hold in the name of 
Wynn Enterprises, particularly how did you learn that there was a 
negative report on your capacity to perform the contract ? 

Mrs. Ross. If you will repeat that—I just couldn’t hear you. 

Mr. Amprose. He wants to know how did you hear there was a nega- 
tive report on the capacity examination, industrial mobilization ? 

Mrs. Ross. I don’t recall now whether I got a card or whether I 
called them or what, but one of the two. 

Mr. Rosack. Did you learn from the Small Business Administra- 
tion Office in New York City that—— 

Mrs. Ross. In fact, I think that is where I heard about it. 

Mr. Ropack. That was where you first heard about it ? 

Mrs. Ross. Somebody told me. 
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Mr. Rospacx. Then what did you do after that? 

Mrs. Ross. I requested another survey. 

Mr. Rosack. And your brother testified this morning that he 
originally asked you to do that. Was that the substance of the case? 

Mrs. Ross. If he said so it is evidently so. I don’t recall right now, 
but I did request a new survey. 

Mr. Rosack. Did you also request at that time that the Small Busi- 
ness Administration issue a certificate of competency ? 

Mrs. Ross. Did I request from them ? 

Mr. Ropack. Yes. 

Mrs. Ross. I don’t recall. I spoke to them in the New York office 
several times. 

Mr. Ropack. Did they give you advice as to what to do? 

Mrs. Ross. They did tell me something about I could come and see 
them, I believe, and request another survey. 

Mr. Rozack. Did the Small Business Administration advise you 
that you could request another survey ? 

Mrs. Ross. I don’t recall frankly now because it was all on the tele- 
phone and I just don’t recall exactly what they said. 

Mr. Ropsack. At the time that you requested that survey, what kind 
of facilities or personnel did you have to produce on the contract ? 

Mrs. Ross. What kind of facilities did we have? 

Mr. Ropack. Yes. 

Mrs. Ross. We had probably 100 machines in there, I believe. 

Mr. Ropackx. You mean when the surveying officer found out 

Mrs. Ross. The first time. 

Mr. Ropack. At that time, that was in early October, what did you 
have ? 

Mrs. Ross. I don’t have the list in front of me. I wouldn’t know. 

Mr. Ropack. Did you have anything ? 

Mrs. Ross. Yes. 

Mr. Ropack. What? 

Mrs. Ross. Machinery. 

Mr. Rogsackx. Why didn’t the surveying officer find that out ? 

Mrs. Ross. You will have to ask the survey officer. I wasn’t there. 
I don’t know. 

Mr. Ropack. Whom did the surveying officer talk to? 

Mrs. Ross. I don’t know. 

Mr. Ropack. This was after your brother had resigned? Why 
didn’t he talk to you? 

Mrs. Ross. Because I was in New York, this was in Knoxville. I 
can’t be two places at once. 

Mr. Ropack. You are holding a contract with the Government for 
$800,000. Weren’t you in a position to advise the surveying officer 
what you had to produce the contract with? 

Mrs. Ross. He didn’t ask me. 

Mr. Ropack. He didn’t ask ? 

Mrs. Ross. I did send them the information later, what I had. I 
listed the machinery. 

Mr. Rosackx. And did you supply the contracting officer a lease 
agreement ¢ 


Mrs. Ross. Yes, I did. 
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Mr. Ropack. Can you explain to the committee why the lease docu- 
ment was notarized in Knoxville and New York City on the same 
day? 

Mrs. Ross. No. 

Mr. Hotirrm.p. You do not know? 

Mrs. Ross. No. 

Mr. Rogpack. Do you have anything to do with filling out the con- 
tract form that was submitted, I mean the bid form which was sub- 
mitted on the contract? 

Mrs. Ross. I did not. You mean the one in September ? 

Mr. Rosack. That is right. 

Mrs. Ross. No, sir; I did not know it had been submitted at the 
time. 

Mr. Rozack. Do you recall] submitting a bid to the Quartermaster 
Corps on November 7 for another procurement of Army trousers? 

Mrs. Ross. Yes, I do. 

Mr. Roxzack. In which you stated that Wynn Enterprises was the 
manufacturer and in which you stated that the average number of 
employees of the bidder and its affiliates was two? 

Mrs. Ross. Yes. 

Mr. Ropacx. Were you proposing to perform the Government con- 
tract on the basis of two employees ? 

Mrs. Ross. You have a shop but you don’t have any work so you 
are not going to have a lot of people sitting around when you don’t 
have money enough to pay them. 

But when you get the business, then you put them on to work. 

Mr. Rosacx. Could I have made a bid with the Quartermaster 
Corps on the basis of having myself and another employee ? 

Mrs. Ross. Yes, you can, you certainly can. There are many people 
who make bids who are closed down, who are shut off. They have 
no work. 

Mr. Ropacx. Do you know what time production commenced on the 
contract ? 

Mrs. Ross. I can’t hear you. 

Mr. Ropack. Do you know at what time production commenced 
on the contract ? 

Mrs. Ross. I think January 1. 

Mr. Rosack. Do you follow the operations on this contract ? 

Mrs. Ross. I have not been able to closely lately because I have 
been under the doc tor’s care. 

Mr. Ropack. You have not yourself hired any personnel or visited 
the plant ? 

Mrs. Ross. I have people in Knoxville that I hired. I have a vice 
president who runs it down there, who does the hiring, who looks 
after it. 

Mr. Rosack. When did this vice president assume his office ? 

Mrs. Ross. I believe in December. 

Mr. Rosackx. December ? 

Mrs. Ross. I believe it was. 

Mr. Ronack. After the bid ? 

Mrs. Ross. Yes. 
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Mr. Rozacx. Did you or the vice president request that the delivery 
dates on the contract be amended so that you would have more time 
to deliver ? 

Mrs. Ross. I believe he did; yes 

Mr. Rogack. Did you participate in that? 

Mrs. Ross. I just made a statement that I have been ill and I turned 
over a lot of the matters to him. 

Mr. Rozack. Mrs. Ross, did you ever contact anyone in Washington, 
D. C., regarding any contract held by Wynn company ? 

Mrs. Ross. No. ‘In any way ¢ 

Mr. Rogack. Well, I mean did you talk over the telephone or confer 
with anybody in Washington, D. C. 

Mrs. Ross. About a contract ? 

Mr. Rozack. About any contract matter that your brother or your 
own company were interested in. Is your answer “No”? 

Mrs. Ross. Not to my recollection. 

Mr. Ropack. How frequently did you visit the Quartermaster Corps 
in Philadelphia in 1955 and 1956 ? 

Mrs. Ross. That is about asking me how often do I go somewhere 
else. I went down several times. 

Mr. Ropack. Several times. 

Mrs. Ross. Yes. 

Mr. Ropack. Ten times? 

Mrs. Ross. I wouldn’t know. I don’t keep a record of it. 

Mr. Rozpack. Whom did you usually talk to when you went there? 

Mrs. Ross. Well, I talked to the department that I wanted to see. 
If it was someone in the laboratory or somebody that owed money, 
that’s the fellow I saw. If it had to do with another division, that 
would be the person I would see. 

Mr. Morean. You can’t recall the names of any of those individuals, 
Mrs. Ross. 

Mrs. Ross. I spoke to—— 

Mr. Ropack. Flow well was Matlock Hayes acquainted with you, 
Mrs. Ross ? 

Mrs. Ross. I have known Mr. Hays for many years. 

Mr. Ropack. Why would he address a letter to the attention of Mr. 
R. T. Ross? 

Mrs. Ross. It happens frequently in my office. That is a typist 
mistake. A lot of my letters come in addressed Mr. instead of Mrs. 

Mr. Ropack. Did Matlock Hays ask you to file a bid with the Gov- 
ernment ? 

Mrs. Ross. Possibly, yes. 

Mr. Rosack. Do you recall a letter of January 6, 1954, to you from 
Matlock D. Hays in which this statement is included: 

We would greatly appreciate your being at the opening of these bids and 
getting down prices and calling us here at Knoxville as soon as you have the 
prices. I ask this of you, Mrs. Ross, because we have worked very closely on 
this matter with another concern who is vitally interested in securing some of 
these same trousers, and in return for some valuable information he gave me I 
have assured him that we would let him know how the prices went immediately 
upon the opening of the bids. We are all interested so that we can be ready to 
bid on the next invitation which is a negotiated opening for this same item. We 
realize that the prices we have quoted are a little bit high and there is a good 
chance that we won’t be awarded on this invitation but under no circumstances 


can we reduce these prices that are in this bid as I have given my word that 
these prices would not be lowered in competition with some information that 
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was given me by a friend. We are free to do as we please on the next opening 
which is within a few days, but on this one we are bound by the prices which 
are in the bid. 

Mrs. Ross. I don’t particularly recall the letter and I don’t even 
know whether I went to the opening of the bid. I have been to the 
opening of many bids. Anybody else can go, you or anyone. It is 
open to the public. 

Mr. Rosacgk. Does that letter convey anything unusual to you, Mrs. 
Ross ? , ; 

Mrs. Ross. At this moment I don’t even know what he was talking 
about because he didn’t explain exactly what he meant. All he wanted 
me to do was get the bids, which I do frequently or somebody else 
who attends it may call me and give me the figures of who bid, or if I 
can wait until the next day, the Daily News Record has it in there. 

Mr. Morean. Mrs. Ross, is it not a fact that on November 6, 1956, 
or a letter dated November 6, 1956, over your signature was sent to 
the Military Clothing and Textile Supply Agency, Philadelphia 
Quartermaster Depot, United States Army, 2800 South 20th Street, 
Philadelphia, Pa., attention James Caras, captain, Quartermaster 
Corps Purchasing Division: 

(The letter is as follows:) 

WYNN ENTERPRISES, INC., 
New York, N. Y., November 6, 1956. 
MILITARY CLOTHING AND TEXTILE SUPPLY AGENCY, 
Philadelphia Quartermaster Depot, United States Army, 
2800 South 20th Street, Philadelphia, Pa. 
(Attention: James Caras, captain, Quartermaster Corps Purchasing 
Division. ) 

GENTLEMEN: Regarding our bid No. 167 we wish to point out the following: 

Have 275 machines available at 516 Dale Avenue plant, Knoxville, Tenn. 
Cutting room finished by last of this week, tables on floor being connected now. 
Wiring in Knoxville, guaranteed to be in place within 6 to 8 days. Low bidder, 
save Government lot of money. Plenty of skilled operators—in distress area. 
William House, general manager, 12 years’ experience, has made over half 
million of same trousers. Floor ladies: Mrs. Ernest Collier, 12 years’ experi- 
ence; Mrs. Ina King, 20 years’ experience; Mrs. Christine Crigger, 20 years’ 
experience. Can also hire Sam Catilina, with many years’ experience, and 
Ernest Collier with 20 years’ experience. Cutting room as supervisors, Lee 
Morgan and James Madden, both with many years’ experience. All of these 
people have had experience working on these trousers. Also the entire cutting 
room of Appalachian Mills are available to hire. Will be ready to go next week 
and since we are low bidder, we guarantee to make the contract and are expect- 
ingsame. We have spent time and money to get this plant ready. 

Very truly yours, 





CLAIRE WYNN Ross. 
Do you recall that letter ? 
Mrs. Ross. Yes. 

Mr. Morgan. In there you stated that you would be ready to go 
the next week ? 

Mrs. Ross. Yes. 

Mr. Morcan. Or the approximate date of the award, and that you 
had this equipment and these people ready to go. On the progress 
reports on this contract, I read to you from one dated February 15, 
1957: 

Cause of delinquency or expected delinquency: Late getting started and un- 
certain planning on the part of the management. Contractor began sewing oper- 
ations on January 16, 1957. Lack of personnel and installed machinery at 
present to meet production for the required schedule delivery on time. 
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From this it would appear that you did not have the equipment 
that you stated that you had nor the personnel that you stated you 
could get. Can you give us an explanation as to why this delay was 
of necessity, and why this contract was not on schedule ? 

Mrs. Ross. I wasn’thandlingit. Ican’t tell you. 

Mr. Morcan. You are the president of the company and you stated 
in a letter a week before you got the award, you made certain promises 
there to Captain aras and the Army, and apparently on the basis of 
that 

Mrs. Ross. The contract is current today. We didn’t get any GFP 
until the last of December. You can’t start manufacturing until you 
get the material. 

Mr. Morean. Nothing is mentioned in the progress report of that, 
Mrs. Ross. It states here, and it is underlined: 

Lack of personnel and installed machinery at present to meet production for 
the required schedule of deliveries on time. 

Mrs. Ross. You always run into unforeseen things that you have no 
control over. 

Mr. Morean. What was the reason for the request of the extension 
of the delivery time? 

Mrs. Ross. There were many reasons, parts for one thing. You 
have to go out and buy from other people. After all, we only sew the 
garment. We don’t make the buckles, we don’t make the buttons, we 
don’t make all the other items, so people may tell you that he will get 
it to you but they don’t get it to you, so you can’t do anything about it 
until you get it. 

The contract couldn’t have possibly been started until after you 
got the GFP material to start with. 

Mr. Morean. When did you state you received the GFP? 

Mrs. Ross. The last of December. 

Mr. Moraan. Here is another progress report, Mr. Chairman, that 
we should insert in the record at this point. This one is dated Febru- 
ary 8, 1957, and signed by Mr. Herman G. Larson, and he states: 

Cause of delinquency or expected delinquency: Late getting started and un- 
certain planning on the part of management. Established date for sewing 
operations January 16, 1957. Insufficient personnel at present to meet produc- 
tion for the required schedule of deliveries on time. Part of personnel require 
longer training period largely due to lack of experience and complexity of certain 
sewing operations. 

This information was furnished by Mr. W. M. House, the plant 
engineer. 

Mrs. Ross. One thing with all this publicity and all the hearings 
and everything, I have spent most of my time doing that instead of 
trying to look after the business. 

Mr. Ropackx. You say you spent time in connection with these 
hearings. 

Mrs. Ross. Yes. 

Mr. Rorack. Did you go through your files and remove documents?! 

Mrs. Ross. I can’t hear you. 

Mr. Rozack. Did you go through your files and remove documents 
prior to the visit of the staff of this committee? 

Mrs. Ross. No; other committees got there before you did. 
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Mr. Amprose. If I may say, Mr. Chairman, what she means is that 
since about the first of the year we have spent a lot of time working 
for the McClellan committee, the Defense Department, and various 
committees. 

People have been down there investigating, invstigating, and they 
have just had us all clouded up, to tell you the truth. 

Mr. Ropack. Are you stating, Mr. Ambrose, that that was the rea- 
son for the delay on this contract ? 

Mr. Amprose. I can say that it certainly contributed some to the 
delay; yes, sir. It is bound to. The offices are torn up, I’m gone, 
Wynn is gone, everybody is gone, coming up here to hearings. 

I spent a week with renegotiators down there that wouldn’t even 
put it off on account of these other hearings, and we have just been in 
a turmoil since this started, just to be truthful. 

Mr. Ho.trre.p. We will try to smooth this out. We are giving 
you a chance to put on the record your side of the case, on the public 
record, which I don’t think you have been given before. 

Mr. Amprose. That is true. 

Mrs. Ross. May I say again that I was ill before this, but since all 
this I have been in worse shape and I haven’t felt like doing any work 
on this contract, and they have been really handling it in Knoxville, 
my employees down there. 

Mr. Morean. Mrs. Ross, the contract that was awarded you on 
November 13, 1956, specified that a performance bond should be sub- 
mitted within 10 days after receipt of the Government’s notice of 
award. 


Can you tell us when you furnished the performance bond called 
for under that contract ? 

Mrs. Ross. I don’t recall the date. 

Mr. Morean. Mr. Chairman, I have here a letter dated March 19, 
1957, from Mr. Maurice L. Paradis, Office of the General Counsel, 
Department of the Army, Office of the Quartermaster General. 

In this Mr. Paradis stated : 


The performance bond under contract QM-—8923 was received by the Phila- 
delphia Quartermaster Depot on February 13, 1957. 

Mrs. Ross. We evidently just didn’t get around to getting it out, 
that is all. 

Mr. Rosack. Did you get the performance bond in the name of 
Wynn Enterprises? 

Mrs. Ross. Yes. Again I say that due to my inability to be in the 
office very much, things would come in, I’d throw them in the drawer 
I wouldn’t even look at them because I didn’t feel like taking care o 
them, and I had to depend on other people. 

Mr. Lirscomsp May I ask a question. Mrs. Ross, have you handled 
other Government contracts before, as the principal in the contract 
operation ? 

Mrs. Ross. Personally, no. 

Mr. Lirscome. Is this the first Government contract you have ever 
had where you have been completely in charge? 

Mrs. Ross. Yes. 

Mr. Hotirtetp. That is all the questions, Mrs. Ross. Do you have 
any further statement that you would like to make? 

Mrs. Ross. No, sir. Thank you very much. 
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Mr. Houirm.p. Mr. Ambrose, will you furnish the material which 
the staff has required from you and additional material which they 
may ask of you by mail? 

Mr. Amprosz. Yes, Mr. Chairman, I will, and I will endeavor to 
get, although I don’t represent Wynn Enterprises, I will contact their 
auditor and lawyer in New York and endeavor to get anything you 
want up there. 

Mrs. Ross. The auditor. I don’t have a lawyer. 

Mr. Hotirrerp. The Quartermaster Corps will be before the com- 
mittee in the morning at 10 o’clock. The committee stands adjourned. 

(Whereupon, at 5:10 p. m., the subcommittee adjourned, to recon- 
vene at 10 a. m., Tuesday, April 9, 1957.) 
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TUESDAY, APRIL 9, 1957 


House or REPRESENTATIVES, 
SuscoMMiITresr ON Mitrrary Operations, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 
The subcommittee met, pursuant to recess, at 10:10 a. m., in room 
301, new House Office Building, Hon. Chet Holifield (chairman of 
the subcommittee) presiding. 

Members present: Chet Holifield (presiding), Dante B. Fascell, 
Martha W. Griffiths, Glenard Lipscomb, and William E. Minshall. 

Also present: Herbert Roback, staff director; James F. Eckhart, 
counsel; Earl J. Morgan, chief investigator; Robert McElroy, inves- 
tigator; Carey Brewer, senior defense specialist; and Frank Pelland, 
General Accounting Office. 

Mr. Hottrrevp. The subcommittee will be in order. 

Will Capt. James Caras please come forward to the witness stand. 

Have you been sworn, Captain Caras? 

Captain Caras. No, sir. 

Mr. Hottrretp. Do you swear that the testimony you are about to 
give before this committee will be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Captain Caras. I do, sir. 

Mr. Hottrrevp. Thank you. 


TESTIMONY OF MAJ. GEN. HENRY R. WESTPHALINGER, DI- 
RECTOR OF PROCUREMENT, DEPARTMENT OF THE ARMY; 
ACCOMPANIED BY MAJ. GEN. ALFRED B. DENNISTON, ACTING 
THE QUARTERMASTER GENERAL, DEPARTMENT OF THE ARMY; 
MAJ, GEN. WEBSTER ANDERSON, EXECUTIVE DIRECTOR, MILI- 
TARY CLOTHING AND TEXTILE SUPPLY AGENCY, DEPARTMENT 
OF THE ARMY; DONALD K. WOLVERTON, GENERAL COUNSEL, 
MILITARY CLOTHING AND TEXTILE SUPPLY AGENCY; AND CAPT. 
JAMES CARAS, CONTRACTING OFFICER, MILITARY CLOTHING 
AND TEXTILE SUPPLY AGENCY 


Mr. Hotrrtetp. Gentlemen, we are just as anxious to get along with 
this hearing as I know you are, and get back to our respective other 
duties as Members of Congress, and I know you certainly have plenty 
of other duties to perform in your official capacity. 
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So we are going to push along just as quickly as we can with this, 
so we won't have to take any more of your time than is absolutely 
necessary. 

Mr. Roback me some questions he would like to direct this n morning 
to Captain Car 

Mr. Ropack. "Captain Caras, you were the contracting officer, were 
you not, on the contract now held by Wynn Enterprises ? 

Captain Caras. I was, sir. 

Mr. Rosack. Now, can you explain to the committee the circum- 
stances under which a resurvey of the plant was ordered after it was 
found to be negative? 

Captain Caras. Yes, sir. 

First of all, Mr. Roback, the survey wasn’t an outright rejection, 
it was just the inability of the surveyor to obtain sufficient data to 
make a conclusive recommendation. 

I believe he made the survey in the early part of October. 

Mr. Morean. Captain Caras, did the survey recommend no award? 

Captain Caras. Yes, sir; but I did not consider that to be a con- 
clusive recommendation to me, inasmuch as the remarks indicated his 
inability to secure definite commitments and definite information. 

Mr. Ropack. Now, in the ordinary course, when a negative survey 
is made, what happens? 

Captain Caras. Well, I review it, and I may accept it as being con- 
clusive, or I may review ‘it and find that I do not agree with the survey 
on certain aspects. In that case, I will refer it back to the industrial 
office for another reading. 

Mr. Ropack. And did you recommend a resurvey on your own 
initiative ? 

Captain Caras. Pardon? 

Mr. Ropack. Was it your decision to make a resurvey ? 

Captain Caras. No, sir, 

Mr. Ropacx. Did you review the original survey and decide that 
it was deficient ? 

Captain Caras. Yes, sir. 

Mr. Rozacx. In what respect was it deficient ? 

Captain Caras. Well, there were no definite commitments or defi- 
nite information. 

Mr. Ropackx. Wasn’t that in effect a negative survey, that the sur- 
veying officer couldn’t find out who was going to produce, and where? 

Captain Caras. Well, it was the inability of the surveyor to get these 
definite commitments. Now, that does not preclude me from picking 
up the ball from that point and going out and endeavoring to get 
the definite information. 

Mr. Ropackx. Who requested the resurvey ? 

Captain Caras. The file indicates that Mrs. Ross indicated that 
she wanted a resurvey of the plant facilities. 

Mr. Rosack. Do you ordinarily make a resurvey at the request of 
the low bidder ? 

Captain Caras. Not unless it is in the best interest of the Govern- 
ment, sir. 

Mr. Rosackx. How many second surveys have you made in making 
awards? 

Captain Caras. During my assignment at the Agency there, I would 
say many. 
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Mr. Ropack. Many ? 

Captain Caras. Yes, sir. 

Mr. Ropack. You have made many resurveys? 

Captain Caras. Yes, sir. 

Mr. Rogsack. Before making awards? 

Captain Caras. Yes, sir. 

Mr. Wotverton. May I speak to the Captain just a moment, Mr. 
Roback ? 

(Mr. Wolverton confers with Captain Caras.) 

Mr. Rosack. Do you want to make an additional response to the 
question ? 


Captain Caras. Yes, sir. I would like to add additional 
information. 

When I received this first so-called survey, wherein the surveyor 
was unable to obtain this definite information, I referred it to the 
Small Business Administration, and indicated to them that-I intended 
to reject this bidder, and requested whether or not they desired to 
issue a certificate of competency for this particular bidder. 

So it was referred to Small Business, and evidently the Small 
Business people contacted the bidder and endeavored to explore the 
deficiencies, and so forth, and determine as to whether or not they 
would certify this particular bidder. 

After I had done this, that was when Mrs. Ross called my shop and 
requested a resurvey. 

Mr. Rosack. Mrs. Ross called you and requested a resurvey. That 
was while the certificate of competency was pending ? 

Captain Caras. Yes, sir. But she didn’t call me. 

Mr. Rorack. Well, when a certificate of competency is pending, 
does that mean the Small Business Administration determines whether 
the producer has got the capability ? 

Captain Caras. Sir? 

Mr. Rosackx. What happens when you request or invite the pros- 
pective contractor to have a certificate of competency ¢ 

General WestpHaA.incer. Mr. Roback, may I answer that question ? 

Mr. Ropack. Sure; go ahead. 

General WesrrpHaALINnGerR. We have a policy in the Army that where 
a small business is concerned, before we reject them as being non- 
responsible, we refer it to the Small Business Administration for a 
certificate of competency. This is a normal procedure in the Army, 
as far as small business is concerned. 

Mr. Ropack. We are aware of that, General. The question now 
is: What does the Small Business Administration do in acting upon 
a certificate? Does it verify, instead of the surveying officer for the 
Quartermaster, whether their facilities are adequate ? 

General WesrrHaincer. I am not familiar with their detailed 
procedures, but the net result is that they make another preaward sur- 
vey, and if they find that they are competent to do the job, they so 
recommend. 

Mr. Rosack. Captain Caras, you rendered the issue of a certifi- 
cate moot by permitting a second survey, did you not? 

Captain Caras. Sir 

Mr. Ropack. Let me rephrase the question, so I will be sure you 
understand it. 
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Captain Caras, you invited a certificate of competency after you 
hi vt a negative report; is that right? 
Captain Canas. Yes, sir. 

Mr. Rosackx. And then, before there was any action on that cer- 
tificate, you ordered a second survey by your own facilities, did you 
not ¢ 

Captain Caras. Yes, sir. 

Mr. Rosack. So that the issue was rendered moot, there was no 
necessity for a certificate of competency, was there? 

( ‘aptain C ARAS. Yes, sir; there certainly was. 

When I received this additional information from Mrs. Ross, the 
request to the Small Business Administration had already been made, 
as to whether or not they desired to issue a certificate of competency. 

Mr. Rosackx. Why didn’t you let that run? 

Captain Caras. Pardon? 

Mr. Rogpack. Why didn’t you let that run? 

Captain Caras. Well, then—— 

Mr. Rosack. You let a certificate—you invited a certificate of 
competency, and then you recalled it, in effect, by ordering your own 
survey again; isn’t that the sequence ? 

Captain Caras. Yes—after I received this additional information. 

Mr. Ropackx. What additional information ? 

Captain Caras. That Mrs. Ross wanted the plant resurveyed. 

Mr. Ropack. Is that the additional information you received, that 
she wanted the plant resurveyed ? 

Captain Caras. She had the additional facilities, and she couldn't 
understand why we had referred it to the Small Business Adminis- 
tration. 

Mr. Rorackx. Did she come down and tell you about that, in person? 

Captain Caras. No, sir. 

Mr. Ropack. Did she visit you on the 7th of November 4 

Captain Caras. On or about the 7th of November, yes, she did. 

Mr. Rosack. What was the purpose of that visit ? 

aenee mayest The purpose of that visit was to present to me 
documentary evidence which I had requested, such as, namely, a 
lease for the facilities located in Knoxville, Tenn., and also names 
of key people which I was interested in obtaining before I could 
consider the matter any further. 

Mr. Rosack. Did you know at that time that her brother had with- 
drawn from the corporation, as far as being an officer was concerned! 

Captain Caras. Yes, sir; at that time I did. 

Mr. Rorack. Did you know it at the time he withdrew ? 

Captain Caras. No, sir. 

Mr. Rosacx. When did you receive any evidence that he withdrew? 

Captain Caras. Well, there was a suspicion on my part to that 
effect on the first survey, when Mr. Wynn, I understand, was con- 
tacted by the surveyor, and he was denying any connection with the 
Wynn Enterprises corporation. 

However, that was merely a suspicion, and I later found out that 
he had withdrawn on or about the 7th of November, when Mrs. Ross 
presented me with the letter of resignation, which I had reproduced 
for my files. 
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Mr. Rozack. You had a suspicion on the first survey, but on the 
second survey did not the surveyor contact him again to ask him about 
the facilities ? 

Captain Caras. Yes, sir. 

But I believe the relationship there was somewhat different at the 
time. The relationship was a landlord-tenant relationship. 

Mr. Ropacx. And did you not act upon the question of the financial 
responsibility of Mr. Wynn and not of his sister ? 

aptain Caras. No; I wouldn’t say that. 

Mr. Rosack. Show the committee the financial responsibility state- 
ment for Mr. Wynn, and Wynn Enterprises. I am not talking about 
a performance bond, that is a question I will ask later. 

Captain Caras. Do you want me to remove the document from my 
files? 

Mr. Ropacr. Well, state what the document contains, and whom it 
applies to. 

Ciptain Caras. “Report of Financial Survey,” dated October 1956. 

Mr. Morcan. What was the date? 

Captain Caras. October 15, 1956. 

Mr. Rosack. What does it say about Mrs. Wynn and Wynn Enter- 
prises, Inc. ? 

Captain Caras. Mrs. Wynn? 

Mr. Rorack. Yes. 

Captain Caras. Shall I read the document, sir? 

Mr. Rorack. Well, it is not necessary to read the whole document. 
I asked you for evidence of the financial responsibility of Mrs. Wynn 
and Wynn Enterprises, Inc. 

Mr. Fascett. Mr. Chairman. 

Mr. Hortrrevp. Mr. Fascell. 

Mr. Fascett. Mr. Chairman, if this is the original, I would like to 
take a look at it. 

Mr. Hotrrretp. Mr. Brewer, will you get that? 

If you need that to respond, go ahead and use it, and then Mr. 
Brewer will give it to Mr. Fascell. 

Captain Caras. Do you want me to read the document, Mr. Chair- 
man? 

Mr. Hotirretp. We are not asking you to read it. But can you 
summarize a response to the question ? 

Captain Caras. Sir, there is nothing here on Mrs. Wynn. I believe 
you are referring to Mrs. Ross. 

Mr. Rosack. I asked you whether it was or was not a fact that in 
establishing the financial competency of Mrs. Ross and Wynn Enter- 
prises, the contractors, that you relied upon this statement of financial 
Pe ce 

vaptain Caras. I relied on the responsibility of the extended credit 
to this corporation, sir. 

Mr. Rogackx. Which corporation? 

Captain Caras. Wynn Enterprises, Inc. 

Mr. Rosack. And at that time you did not know Mr. Wynn had 
withdrawn ? 

Captain Caras. Pardon, sir? 

Mr. Ropack. You didn’t know that Mr. Wynn had severed his 
aoe: connection, did you? 

aptain Caras. At that time; no, sir. 
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Mr. Rosack. And the fact that you discovered it later didn’t make 
any difference in your relying upon this statement of financial respon- 
sibility ? 

Captain Caras. No, sir. 

Mr. Rozack. Did you understand that this statement of financia 
responsibility stands behind that contract ? 

aptain Caras. Sir? 

Mr. Rozack. Do you know whether Mr. Wynn was standing behind 
the contract, financialwise ? 

Captain Caras. No, sir; he is not standing behind it. The financial 
institution is standing behind it. 

The recommendation here is: 


The confidential report indicates that there is a $400,000 line of credit. 
Mr. Rosack. Extended to whom? 


Captain Caras. I would surmise that it is to the Wynn Enterprises, | 


Inc. 

Mr. Rozsack. Wynn Enterprises, Inc. ? 

Captain Caras. Yes, sir. 

Mr. Rogackx. A New York corporation ? 

Captain Caras. Yes, sir. 

Mr. Rosack. Now, did you receive a bid from that corporation 
which stated that it had two employees? 

Captain Caras. No, sir. 

There wasn’t anything indicated on the bid where the bidder repre- 
sented that; I had to obtain that additional information. 

Mr. Rogpack. You had to obtain the additional information? 

Captain Caras. Yes. 

But that is what we considered to be a minor irregularity, and we 
offered the bidder an opportunity to rectify that irregularity and 
the bidder did rectify it. 

Mr. Rosacx. Did you determine how many employees the bidder 
had at the time of submitting the bid? 

Captain Caras. The bidder represented to me that he had two 
employees. 

Mr. Rozack. At the time of submitting the bid? 

Captain Caras. Yes, sir. 

Mr. Ropack. Now, do you accept bids from corporations with 2 
employees on a clothing contract of the size of $800,000? 

(There was a pause.) 

Mr. Houtrretp. The question can be answered in direct relation to 
the facts that are involved, Captain. 

Captain Caras. That is one of the reasons why I referred it to 
Small Business, to ascertain as to whether or not he could acquire 
these additional personnel. 


Mr. Rosack. But you didn’t follow through on the Small Busi- } 


ness reference, because before that thing could be effected you ordered 
a resurvey on your own responsibility ? 

Captain Caras, Yes, sir. 

Mr. Fascetu. Excuse me, Mr. Roback. 

IT understood the Captain to say he didn’t make that decision. 
Maybe I was wrong. 

Captain Caras. You mean, to resurvey it? 

Mr. Fascetx. That is right. 
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Captain Caras. I made that decision, sir. 

Mr. Ropack. As the contracting officer, what responsibility do you 
have to ascertain that a prospective contractor is a manufacturer ? 

Captain Caras. Complete responsibility. 

Mr. Rozack. Complete responsibility 4 

Captain Caras. Yes, sir. 

Mr. Ropackx. Now, how do you ascertain that? 

Captain Caras. Preaward surveys, and other sources of informa- 
tion which can be readily obtained. 

General WesteHaLincer. May I make a statement here, Mr. 
Roback ¢ 

Mr. Rozack. Well, if it is pertinent to the point, General. 

General WesTPHALINGER. Yes, it is definitely pertinent. 

As I recall, there were initially 9 bidders, and 7 dropped out for vari- 
ous reasons. There was a low bidder, and low by about $2. It was 
in the interest of the Government to try to get this company qualified 
as a responsible bidder, if there was any basis for it at all. We normal- 
ly go, before we reject the low bidder when they are small business— 
and this company was designated as small business at that time—we go 
to the Small Business Administration for a certificate of competency. 
If they rule they are competent to do the job, that is final, unless we 
appe al it to Washington. 

Mr. Hourrrenp. Did you listen to the testimony here, General West- 
phalinger ¢ ? It was that they didn’t go to the Small Business Admin- 
istration; before the Small Business Administration could certificate 
this company, the certificate was withdrawn 

General WestPHaALINGeER. All right. 

What happened is that when the Small Business Administration 
went to the company, Mrs. Ross got word that their pre-award survey 
had been unsatisfactory. She began to take corrective action to get 
herself qualified as a responsible bidder. 

Now, in the interest of getting this low price, the contracting officer 
asked for a resurvey. I think it is a perfectly normal proposition. 
And I think the contracting officer should be commended for trying 
to save the Government the difference between $5 and $3 on the cost. 

Mr. Rosack. We will consider that in a moment. 

Now, I asked Captain Caras what the responsibilities of a contrac- 
ting officer were to establish whether a prospective contractor was a 
manufacturer. 

Do you consider, eos 

Captain Caras, Sir, I don’t believe that. was the question you asked 
me. You asked me what my responsibility was in determining the 
bidder to be responsible. 

Mr. Roszack. I did not say that, and we will have the reporter read 
the question, if you have any question about it. 

Captain Caras. Please. 

Mr. Howtrterp. Let’s go on. 

Rephrase your question. 

Mr. Fascett. Mr. Chairman, may I inquire right here? 

Mr. Hotirterp. Yes. 

Mr. Fasceti. General Westphalinger, is it policy to communicate 
the result of a pre-award survey to the contractor ? 

General WesreHAtincrr. No, it is not. 
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Mr. Fasceii. Do you have any explanation as to how Mrs. Ross 
found out what her pre-award survey was? 

General WestPHALINGER. Yes, sir. 

When the Small Business Administration starts inquiring about 
your capability, obviously something is wrong. 

Mr. Fascetz. That is an assumption on your part! 

General WrEsTPHALINGER. Yes, sir. 

Mr. Fasceti. You do not know from your own personal knowledge! 

General Westrruaincer. I do not know from my own personal 
knowledge. 

Mr. Fasceti. What is the procedure of your office with respect to 
the availability of information on surveys, Captain Caras? 

Captain Caras. I request—I use the applicable form there, I be- 
lieve they call it 1113, and I request the industrial office to conduct 
a survey. And the form is complete in itself, the surveyor appears 
on the premises, obtains all data that is to be included on that particu- 
lar form, and any additional information which I may require, and 
he submits it to his office, and they, in turn, submit it to me with a 
recommendation. 

Mr. Fasceix. Does the surveying officer submit the recommendation 
to you in writing; is that what you said? 

Captain Caras. On the form; yes, sir. 

Mr. Fascerz. And what do you do with it? 

Captain Caras. I review it. 

Mr. Fasceitxi. And you take some action on it? 

Captain Caras. Yes, sir. 

I may make an award on it, or I may reject the bidder, or I may 
refer it to Small Business if I do reject it, and the bidder comes under 
the purview of our procurement procedures. 

Mr. Fascetu. Is your action taken in writing? 

Captain Caras. Yes, sir. 

Mr. Fascext. Is it on the same form in the way of endorsement ? 

Captain Caras. No, sir. 

Mr. Fascett. Is it in writing by separate instrument ? 

Captain Caras. Yes, sir; disposition form. 

Mr. Fascetx. Usually a letter? 

Captain Caras. Disposition form; yes. It is what we call a DF. 

Mr. Fascetxt. And who is that form addressed to? 

Captain Caras. To the Small Business specialist of the Purchasing 
Division. 

Mr. Fascetx. All disposition forms are addressed to him? 

Captain Caras. Yes, sir. 

For any matter related to small business we address it to our Small 
Business specialist. 

Mr. Fascetu. Let me see if I understand you correctly. 

The survey comes to you with a recommendation that the contract 
be awarded ? 

Captain Caras. Yes, sir. 

Mr. Fascerz. You fill out a disposition form? 

Captain Caras. No, sir; I act on it then and there. 

Mr. Fascetx. That is what I am getting at. 

Captain Caras. If I intend to reject a bidder, then I offer the Small 

susiness Administration an opportunity to come in and fish the small 
fish out of the pond, or they may say, “We just won’t take no action, 
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he can’t qualify,” or whatever the information may be. And then I 

roceed with my award. I offer them 10 days to conduct extensive 
investigation, and so forth, and to tell me as to whether or not they 
will issue a certificate of competency as to capacity and credit. 

Mr. Fascetn. Did you tell Mrs. Ross that her preaward survey was 
incomplete ? 

Captain Caras. I believe after the survey, wherein I was trying to 
ascertain as to whether or not she had legal access to that particular 
facility, which resulted in her visit to the plant, I may have indicated 
such. 

Mr. Fascrrz. As a matter of fact, you can’t resurvey a contractor 
without telling him he has been turned down the first time, can you? 

Captain Caras. Yes, sir. And you can’t refer him to Small Busi- 
ness without any indication of him being turned down, either. 

Mr. Fascretxu. I am sorry; I didn’t get your answer. 

Captain Caras. I say, you can’t refer him to Small Business without 
any indication that he has been turned down, either. 

Mr. Fasceti. You cannot; is that what you said? 

Captain Caras. Yes, sir. 

It would be proper, fitting and proper, for a bidder to conclude that 
when the Small Business representative appears on his premises that 
the contracting officer proposes to reject that particular bidder for 
either capacity or credit. 

Mr. Fascety. Well, Captain, that is a mighty nice conclusion, but 
he might think he is going to get a tax reduction, too. But let’s get 
back to the case. 

General WestrHarineer. May I make a clarifying statement. 

In my answer to you I said it was not our policy to divulge the 
results of the preaward survey, and that is correct, until the final 
decision is made. 

Mr. Fascett. Well, obviously. 

General WesTPHALINGER. Ultimately, of course, he must know that 
he is rejected. 

Mr. Fascety. That is all I am trying to find out in this particular 
case, is when that happened, because I understood the captain’s testi- 
mony was that Mrs. Ross called him and asked him for a resurvey, and 
he promptly resurveyed. Therefore, she must have had some prior 
information. I am just trying to find out where she got it, if she did. 

Mrs. GrirrirHs. Will you yield a minute, Mr. Fascell? 

Mr. Fasceiu. Just as soon as he answers that question, if he gave 
Mrs. Ross any information with respect to the rejection of the survey. 

Captain Caras. The record indicates that the information was 
obtained from Mrs. Ross, that my Mr. Maher said that the Small 
Business advised him that the Small Business investigation was 
unsatisfactory. 

Mr. Fascett. Tell me what that means in plain English, would 
you, please, Captain ? 

Captain Caras. In plain English, that would be, Small Business 
Administration evidently either contacted them by telephone, or 
either—this is an assumption on my part—they either appeared on 
their premises, and so forth, to make an investigation. 

Mr. Fascetz. Your records indicate what, now? Give me that 
again, please. 

Captain Caras. Yes, sir. 
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On October 31 a memo for record indicates that in a conference be- 
tween my Mr. Maher and Mrs. Ross, Mrs. Ross states that Small Busi- 
ness advises that the preaward survey is unsatisfactory. 

Mr. Fasceci. Mr. Maher of your office made a final survey, and Mrs, 
Ross told him that the SBA told her that she had been rejected ? 

Captain Caras. Yes, sir. 

Mr. Fascett. Now, let’s get back to the question I asked you, which 
was: Did you give her any information personally ¢ 

Captain Caras. Well, as I said, Mr. Fascell, 1 may have indicated 
such, but I don’t believe that I just said that the survey is no good, 
what can you do to rectify it? 

Mr. Fascerx. There is nothing wrong if you told her anything, is 
there? 

Captain Caras. Pardon ? 

Mr. Fascretu. I say, there is nothing wrong in telling her that she 
_ been rejected, is there ? 

Captain Caras. Well, sir, actually there isn’t, but I would, in the 
event of a dispute or a protest, and so forth, I would rather withhold 
that information until I made the award, so I can get my supplies. 
I am there to procure and to supply the services, and I would rather 
withhold that information until I made the award, and if there be any 
protest, why, then, let them come forward at that time. Meanwhile, 
my machine has started, and my supplies are due in. 

Mr. Fasceti. Well, Captain, now, following the general’s testi- 
mony in which he says, when it is final it is final, and you release it 
to everybody, when is it final with respect to a rejection ? 

Captain Caras. Well, it could be final to me prior to the award— 
to me, in my mind, in the evaluation, it could be final to me at that 
time. However, the finality of it to anybody else would be after the 
award. 

Mr. Fascetyi. Well, the finality of it is when you announce it has 
been rejected, isn’t it ? 

Captain Caras. No, sir. I can’t reject, the law prohibits me from 
rejecting, I can only intend to reject. Now, Small Business can 
rectify the shortcomings; I am without authority to reject. 

Mr. Fascety. I mean, don’t you have a right as a contractor to know 
whether or not I am qualified in dealing with your office? 

Captain Caras. Yes, sir. 

I believe if you were a contractor or bidder, you would know your 
business better than I do. 

Mr. Fasceti. I know, but whether I get the contract is not up to 
me; whether I get the contract or not is up to you. How do I find 
out whether or not I am qualified ? 

Captain Caras. Well, sir, your capability—— 

Mr. Wotverton. Mr. Fascell, as counsel, may I just endeavor to 
straighten out a few matters this witness is trying to make clear to 
you? I think it will save the committee time if ‘T am permitted a 
few minutes, just to make a few points clear. 

Mr. Fascexy. I appreciate what you are trying to do, and I under- 
stand you have got a responsibility, and I realize you are trying to 

save time. And soam I. And maybe it is just not getting through 
me because I am dense. But I think I understood what the General 
said, and I think the Captain and I are at the point of finding out— 
I am trying to determine with respect to the rejection of a survey 
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when it is final, as far as the contracting officer is concerned, so he can 
communicate it to the outside world. 

Mr. Wotverton. Upon award. 

Mr. Fascetu. When no award is made, when is it final ? 

Captain Caras. When the determination is made to reject the pro- 
curement, at that time. 

Mr. Fascexu. In other words, you are telling me—what does that 
mean, that statement you just made? 

Captain Caras. Yes, sir. 

Let’s assume that none of the bidders are qualified, or let’s assume 
that the requirement no longer exists. I would cancel the procure- 
ment after the bids open. 

Mr. Fasceti. You would reinvite for bid; is that it? 

Captain Caras. Pardon? 

Mr. Fasceti. You would reinvite for bid? 

Captain Caras. Yes; if the requirements do exist; yes, sir. 

Mr. Fasceiu. Let’s assume that the requirement exists, and that a 
low bidder is not qualified, but you have got somebody right next 
who is qualified, then what do you do? 

Captain Caras. I give it to the next man that is qualified, sir. 

Mr. Fasceti. Now, when you do that, isn’t that the time, then, that 
the rejection of the lower bidder becomes final and can be communi- 
cated to the world? 

Mr. Wotverton. That is right. 

Captain Caras. After the award; yes. 

Mr. Fasceti. After the award to anybody; right? 

Captain Caras. Yes, sir. 

Mr. Fascety. But not before; isn’t that right ? 

Captain Caras. Yes, sir. 

Mr. Fascetyi. Because if the lower bidder gets the information 
before, it is putting him in an unfair competition position, is it not? 

Captain Caras. Yes, sir. 

Mr. Fascetu. In other words, if he gets—if a lower bidder who 
may or may not qualify, depending on what the situation is, if he gets 
an opportunity to find out what it is all about, the next man on the 
list may never get a chance to be awarded; isn’t that true? 

Captain Caras. Yes, sir. 

Mr. Fascety. That is all I was trying to find out. 

I am sorry, Mrs. Griffiths; I meant to yield sooner. 

Mrs. Grirrirus. That is perfectly all right. 

Now, I think you have just said two different things. As a matter 
of fact, if the lowest bidder called you, Captain, and asked if he were 
qualified, there isn’t anything in the regulations that keeps you from 
telling him so? 

Captain Caras. No, ma’am. It is good Government procurement 
policy to wait until after the award. And I have stated the reason, 
that being that, why should I have my procurement snarled up by 
protest at that time, let’s proceed with it, and if they have anything 
to come forth with, let them come after the award, otherwise we would 
never get any supplies, we would just get the protests. 

Mrs. Grirrirus. Then you have lost the low price, haven’t you? 

Captain Caras. For good reasons; yes, ma’am. 
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Mrs. Grirrirus. Why do you think they have these rights of pro- 
test ? 

Captain Caras. They may not agree with my conclusion or my 
determination. 

Mrs. Grirrirns. Under what circumstances can they ever exercise 
them properly, unless they know beforehand, before the award is 

iven ¢ 
Captain Caras. Mrs. Griffiths, I haven’t had any experience along 
those lines; all I can state in that respect would be just my opinion. 

Mr. Hottrte.p. Let the Chair ask this question : 

In the case of a low bidder being disqualified and the award bein 
given to the next in line above, at the time of the announcement o 
the award can the low bidder protest that award, and if they did 
protest it would that go to some type of a review board ? | 

Captain Caras. Yes, sir; that would go to the General Accounting 
Office. ' 

Mr. Hotrrtevp. So that award which you, in your mind, had con- | 
sidered final would not be final until the appeal board had acted upon 
it; is that right? 

Captain Caras. Sir, the one who received the award will proceed to 
execute his contractual obligations. 

Mr. Houirrevp. Even though there is a protest ? 

Captain Caras. Yes, sir. : 

Mr. Iloutrietp. I see. 

And if the protesting low bidder eabsequently qualifies or sustains 
his protest, what would happen then ? 

General Wesrrnatincer. Mr. Chairman, I don’t think Captain 
Caras is qualified to answer that question. That is mostly handled 
here in Washington. 

General Denniston. Could I speak to that, Mr. Chairman ? 

Mr. Hottrtevp. Yes. 

General Denniston. We have cases in which an appeal is made 
after an award is made, and we reopen it. Now, I have a specific 
case in mind. I don’t think you would want all the details. 

Mr. Houirtevp. No. 

General Denniston. It was appealed to me, appealed to General 
Anderson, and he made a ruling—as a matter of fact, my people over- 
ruled him without my knowledge—it then came to me, a direct appeal 
to me. 

I investigated it, found in my mind that this bidder’s bid should | 
have been accepted. I then authorized, or directed, General Ander. | 
son to contact the bidder to whom this portion had been aw arded, to | 
get his agreement only in order to protect the Government against a 
claim from him. In this case, he agreed. We would have proceeded 
anyhow, but with knowledge. Wwe were opening tle Government up 
for a claim from him. He agreed; we withdrew that part of the 
award from him, and made it to the protester. 

I give you that as an illustration that even after an award is made, | 
it is “possible for us to correct a mistake, if we can determine that We | 
have made a mistake. 

Mr. Houtrterp. Well, I asked the question specifically because I} 
thought that that w ould round out the testimony which was that it 
was an act of finality on the making of the award; I wanted to bring | 
in that point so that the picture w ould be complete. 
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Now, does that give a complete picture ? 
Mr. Wo.verton. Mr. Holifield, I would just like to add this: Sup- 
ose the Department did not act as General Denniston has just 

indicated, still the bidder, the low bidder, who was rejected, has a 
right to protest to the General Accounting Office, and it is within 
the jurisdiction of the General Accounting Office to review the case 
and set aside the award which the Department has made. That 
would be for cause, of course. 

General WrsreuHatincer. Mr, Chairman, I think there is one thing 
in this procedure of the preaward surveys. When you go out to a 
company with a team and start asking various questions, they get a 
pretty good idea of how they stack up. And if they don’t have a 
plant, they don’t have the personnel, and they can’t produce them, 
and the preaward survey team asks how they are going to get them 
and they don’t answer id questions satisfactorily, whether we tell 
them or not they have an excellent idea. 

And, of course, when the question of finances comes up, that is 
another factor that enters our preaward survey. 

So these people know pretty well how they stack up on a preaward 
survey, without being told officially. 

Now, they then take such action as they deem their case warrants; 
they go to the next highest in command over the contracting officer, 
or they come in here to Washington. And I am sure all you ladies 
and gentlemen have been approached by your constituents to get some 
assistance. 

And, rejecting the low bidder as nonresponsible is an extremely 
difficult thing for the contracting officer to accomplish, and it is ex- 
tremely difficult for us to accomplish in the Department of the Army. 
We must be factually correct. 

Mr. Ho.irretp. Now, I want to clear up one other point, in my 
mind, at least. 

When Captain Caras, in the case of this Ross bid, decided that 
she did not have enough facilities, that Mrs. Ross had not presented 
in her bid form adequate information, did he at that time ask—was 
this on a set-aside for small business ? 

Captain Caras. No, sir; it was unrestricted, formal advertising 
procurement. 


Mr. Houtrretp. Now, why did you ask Small Business to make a 
survey ? 

Captain Caras. Under APP, section 30, sir, I am required to do 
So. 

Mr. Hoxtrretp. Now, notwithstanding the fact that you had not 
informed her that her bid was in danger of being rejected, is it not 
true that the minute the Small Business Administration started call- 
ing on her by phone or in person to inquire about these missing facts, 
would she not at that time be alerted to the fact that her bid was in 
jeopardy ? 

Captain Caras. Yes, sir, I would assume so; yes, sir. 

Mr. Hortrtevp. And in assuming that she would follow through in 
the normal course of business, and in the meantime she had obtained 
commitments for facilities or financing which was inadequate, would 
it not be normal that she would ask you for a resurvey at this time? 

Captain Caras. Yes, sir. 
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Mr. Hotirmtp. I am not trying to put testimony in the witness’ 
mouth, but I am trying to follow through on what I would do if 
I was the bidder, and I find myself in that situation. 

Captain Caras. Yes, sir; I would assume so, sir. 

Mr. Hottrterp. So whether she was told verbally or not, she was 
tipped off by the introduction of the Small Business people into the 
award—I mean, into the survey of her facilities, and then she appar- 
ently did ask for a resurvey at that time. 

Now, was she entitled to that survey, as a matter of normal proce- 
dure, or would you wait until the Small Business people made the 
report to you? 

Captain Caras. Sir, my decision was made with the best interests 
of the Government in mind. 

Mr. Hottrretp. I am not questioning your motives, but I am asking 
the question: Would you wait at that time ordinarily for the Small 
Business people to give you the results of their survey, or would you, 
without considering the fact that you had asked them to do some- 
thing and that they were doing something, would you then immedi- 
ately order a resurvey by your own people? 

Captain Caras. I would order a resurvey. 

Mr. Hottrtetp. You would? 

Captain Caras. Yes, sir. 

Mr. Hottrretp. Now, I can’t quite follow why you would do that, 
in view of the fact that you had asked another Government agency, 
under a regulation of the Government, to make this survey for you. 
It would seem to me it would be the normal course for you to say, 
“Well, we are having a survey made now by Small Business, and on 
the basis of their report to me I will decide at that time on a 
resurvey.” 

That would seem to me to be the normal procedure. I can’t quite | 
understand why you would completely disregard your request to 
Small Business and then proceed on your own. Can you explain that 
to me? 

Captain Caras. Yes, sir. 

I believe that I could have taken the second look quicker than for 
the Small Business Administration to go through their chain of 
command, or whatever they may have. I thought that I could take 
a second look there to reassure myself that my intention to reject 
them was factual and founded. 

Mr. Hottrtevp. Did you contact the Small Business Administra- 
tion to find out what they had found out? : 
Captain Caras. I may have; I am usually in and out of that busi- 
ness daily, checking on one thing or another, trying to push them, | 
trying to expedite other answers which I have in the file. 

Mr. Horirretp. But you have no recollection of that particular | 
matter ? 

Captain Caras. No, sir. 
Mr. Rorpack. And isn’t it a fact, Captain Caras, that if the Small 
Business determination had been made in the case, they would not 

have gotten the contract ? 

Captain Caras. That is the way the facts developed; yes, sir. ; 

General WestrHALincER. May we have that question over again! 

Captain Caras. I am sorry. It was unrestricted procurement; | 
they would have received the award. 
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Mr. Morcan. But they would not have issued a certificate of com- 
petency to them, because they were big business, and you still would 
have to rule them out on the basis of your first negative survey ? 

Captain Caras. But I determined them to be responsible, and the 
matter of small business at that time is irrelevant, and it has no bearing 
on the award. 

Mr. Morecan. Why did you go to the Small Business Administration 
for a COC? 

Captain Caras. Because they are small business; under their defini- 
tion of a small-business concern, they are small business. Let’s 
assume that I hadn’t, and I rejected them 

General WestrHaLincerR. May I clarify this? 

Mr. Houtrtecp. I think it needs a little clarification. 

General WrsrrHaALINGER. You remember the other day the Marine 
Corps and the Air Force testified that this company, the Wynn asso- 
ciates, were declared small business on something like the 14th of 
April 1956. 

Mr. Houtrienp. Yes. 

General WersreHatrncer. This was in October and November of 
1956. Now, subsequently the Small Business Administration in De- 
cember did declare them big business, but at this time they were small 
business. 

Mr. Hotiriztp, So you were obligated, under the regulation, to 
consult with them, were you ¢ 

Captain Caras. Yes, sir; after the first survey I had to satisfy the 
law ; yes, sir. 

Mr. Houirterp. But you didn’t follow through by allowing them 
to give you the result of that survey ? 

Mr. Wotverron. Mr. Holifield, maybe I can just make it clear. The 
Captain had to go to Small Business, the Captain could not turn down, 
he could not reject this bid without going to Small Business for per- 
Inission to reject it. He did not have to go to Small Business in order 
to make an award. It was only in order to reject it. If he was going 
to make an award to a small-business concern, there is no requirement 
to refer the matter to Small Business at all, it is only when we are 
rejecting a small-business concern, or contemplate rejecting them, that 
we cannot reject the small-business bidder without going to the Small 
Business for their permission to do it. 

In other words, when the incomplete plant survey was shown to the 
Captain, he thereupon contemplated that it would be necessary to 
reject this bid. Therefore, he went to the Small Business Administra- 
tion, because he would not have been permitted to have rejected them 
without going to the Small Business Administration. 

Now, on a subsequent survey, when it was shown to his satisfaction 
that they were qualified and responsible for the award, he did not need 
the approval of the Small Business Administration to that. 

Mr. Hottrrevp. I understand now. The reference to small business 
was to comply with the regulation which requires that wherever pos- 
sible, ional Weadneus shall be given a break under the law, and that any 
refusal to give them this break must be with their cognizance and their 
approval 

Mr. Wotverron. That is right. 

Mr. Hortrmrp. But once you have made the second survey and 
determined on an award to them under Small Business 
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Mr. Wotverton. Then there is no need to go near Small Business. 

Mr. Hottrretp. There is no reason; I understand that now. 

General Westpnaincer. Mr. Holifield, may I say that is the Army 
policy. 

Mr. Fascett. Mr. Chairman, I was going to inquire: Was that a 
regulation or a law he was quoting ? 

Captain Caras. Army procurement procedure, sir. 

Mr. Fascetu. I was asking the attorney. 

Mr. Wotverton. Pardon me? 

Mr. Fascety. This explanation you have just given me, is that a 
regulation or is it law? 

fr. Wotverton. It is based on law, sir. 

Mr. Ho.irtevp. It is based on regulation, based on the Small Busi- 
ness Act? 

Mr. Worverton. That is right. 

Mr. Fascett. In other words, the basic authority is in the law? 

Mr. Wotverton. That is right. 

Mr. Fascetx. And then it is expanded by regulation? 

Mr. Wotverton. Yes. I believe—— 

Mr. Fascett. Implemented by regulation. 

Mr. Wotverton. By regulation. 

Mr. Fasceti. I am trying to understand what part of this thing 
is by regulation. I can understand policy is one thing, but if you 
have got implementation in writing, that is something else. 

Mr. Wotverton. I know it is the law to require us to go to Small 
Business before we reject any small business firm for a bid. And, 
it has been our policy in a number of procurements that once we have 
gone to Small Business, contemplating a rejection, and then prior to 
receiving word from Small Business additional facts are brought 
to our attention upon which we can change our mind and determine to 
grant an award, then we will withdraw our reference to Small Busi- 
ness before Small Business has ever indicated their opinion, one way 
or the other. 

Mr. Fascetz. This withdrawal is simply a matter of interpreting 
the requirement of the initial law which required you to submit the 
request ? 

Mr. Wotverron. That is right. 

Mr. Fascett. And you are not bound by the requirement of the law 
when you are making the award to small business? 

Mr. Wotrverton. That is right. 

Mr. Fascetxi. But in this case, this was an unrestricted bid, so it 
didn’t have any application anyway ? 

Mr. Wotverton. That is right. 

The fundamental thought behind this is that small business is 
getting the award. 

Mr. Fascerx. I understand that. I just wondered, since it was 
unrestricted, that you ever went there at all. 

General WestreHatincer. The company at that time was small 
business. 

Mr. Fascetxi. And subsequently it was declared to be big business? 

General WestrpHaAuincer. That is right. 

Mrs. Grirrirus. Did this bidder have the right of resurvey outside 
of the small-business regulations? Could she have asked you to re- 
survey her plant, and would you have had to do it? 
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Captain Caras. Yes, ma’am; I could have looked over the situa- 
tion, and if I had deemed it to be in the best interests of the Govern- 
ment, I would have definitely requested a second look. 

Mrs. Grirrirus. I would like to say, Mr. Chairman, these regula- 
tions were drawn originally, in my judgment, with the intent of pro- 
tecting American business and protecting the American taxpayer 
from the arbitrary decisions of a contracting officer. And I think that 
everything that we have heard in this entire situation has shown defi- 
nitely to this committee that a contracting officer can place these 
bids wherever he wants to place them. You can use any set of regu- 
lations, you can use any set of laws, and you can place them where 
you want to place them. , 

General WestpHAttncer. Mrs. Griffiths, this is a matter of policy, 
and I don’t think Captain Caras should be asked that. 

Mrs. Grirritus. Yes; I don’t mean to criticize him. 

General WestrPHALINceER. In response to your question there, I 
must violently disagree, because her bid was the low bid by $2.40, 
and the taxpayer was being served by placing this procurement with 
the low bidder. 

Mrs. Grirrirus. I agree with you. And I am astounded that the 
contracting officer didn’t give the woman the information immedi- 
ately that she lacked the equipment. I think he should have done it. 

General WestrHainecer. I think he did. 

Mrs. Grirrirus. But he said he didn’t. 

General WesTPHALINGER. He went through the correct procedures; 
he asked the Small Business Administration to certify—— 

Mrs. Grirrirus. I think he had a perfect right to tell her; if she 
called him and asked, I think he should have told her. 

General WestrPHaALincer. But she did not call. 

Mrs. Grirritus. I think he should have, and I think he should have 
done everything he could have to put the low bidder in business. 

General WesTPHa.ineeRr. I couldn’t agree with you more on put- 
ing the low bidder in business, and that is exactly what we did in 
this procurement. 

Mrs. Grirrirus. All right. 

Mr. Ropack. Mr. Chairman, there was a great deal of testimony 
here that this was the low bid, and the Government was being saved 
alotofmoney. Let’s clear up the record on one point. . 

Isn’t it a fact that about the time you were trying to find out 
whether this bidder could qualify and had the facilities to produce, 
there was pending another bid on exactly the same item, and that the 
other bid was lower, and that you threw out the other bid, and that if 
you had accepted the other bid you would have saved the (fovernment, 
and in this case one of the Wynn companies, as much as $40,000 

Captain Caras. What bid? 

Mr. Morean. 1B-+307, which was opened November 7, before the 
award was made to Wynn Enterprises. 

Mr. Rorack. You washed out that whole thing completely, you 
rejected all that, and when we asked you why you didn’t reject these 
cther bids, you said, “We had to save the Government money.” 

Why did you wash this one out and accept the other one? 

Captain Caras, I had already put 60 days on this one, and to wait 
another 60 days I don’t believe would have been to the best interest 
of the Government. 
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Mr. Roracx. You asked for an extension of the option of the bidder, 
and you were giving this prospective bidder a chance to acquire some 
facilities, at the same time you could have been making up your 
mind as to whether you accepted the other bid, and if you had ac- 
cepted the other bid you would have saved the Government a consider- 
able amount of money. 

Captain Caras. Mr. Roback, please tell me to whom I could have 
given this award and saved the Government a lot of money. 

Mr. Morcan. Southern Athletic bid a net price of $2.96 on a quan- 
tity of 234,480. 

Captain Caras. And I believe you will find out, Mr. Morgan, that 
subsequently Southern Athletic did not have the capacity or the facil- 
ities to perform. 

Mr. Morcan. Don’t you consider all of these firms controlled by 
Mr. Wynn one? 

Captain Caras. At that time, no; I didn’t consider them as one, 
until December 17. 

Mr. Morcan. You considered them as one when you accepted this 
financial survey; you accepted the information they furnished you 
there in regard to Mr. Wynn and the Wynn companies. 

Captain “Caras. With the extension of the credit to the corporation 
only, sir. 

Mr. Rosack. Captain Caras, when you accepted this low bidder, 
where were the producing facilities designated ? 

Captain Caras. You mean, Southern Athletic? 

Mr. Rozackx. No; Wynn Enterprises. 

Captain Caras. Wynn Enterprises’ facilities were located at Knox- 
ville, Tenn., at 516 Dale Avenue. 

Mr. Rosacx. And Southern Athletic Co. ? 

Captain Caras. In the same city, but on a different street; different 
facilities entirely. 

Mr. Rozack. Did you have any information at that time that South- 
ern Athletic could not produce? 

Captain Caras. Pardon? 

Mr. Rozacx. Did you have any information at that time that South- 
ern Athletic could not produce, but Wynn Enterprises, with two 
employees in this plant, could produce ? 

Captain Caras. Sir, I was doing current business with the Southern 
Athletic, and I knew just what their capacities were, and I believe I 
am entitled to judge, based on current business, which I am doing with 
Southern Athletic Co. 

Mr. Ropack. You are entitled to place your judgment on the record, 
but you may want to qualify the statement that you have made here, 
and which previous witnesses have made, that you were saving the 
Government a lot of money by accepting this bid when you washed out 
the other bids which were considerably lower on the same item. 

Now, Captain Caras, are you familiar with the Walsh-Healey Act? 

Captain Caras. Yes, sir. 

Mr. Ropackx. What is your responsibility, as a contracting officer, to 


determine that that law is being observed when you award a contract! : 


‘Now, if you can’t answer the question, please tell me. 
Captain Caras. Well, I usually accept the representation of the | 
bidder as to whether he is a manufacturer or a dealer. 


; 


| 


10) 








MILITARY CLOTHING PROCUREMENT 225 


Mr. Ropack. And what was the representation of the bidder in this 
bid? 

Captain Caras. That he was a dealer, at the time of the submission 
of the bid. 

Mr. Rozack. Refresh your memory on the invitation to bid; look at 
the invitavion to bid and tell me what the bidder represented to you. 

Captain Caras. He was silent, sir, but subsequently, as I said be- 
fore—the bidder was silent, it is a minor irregularity—I offered the 
bidder the opportunity to rectify, which he did, and he represented to 
me that he was a dealer, and since the opening of the bid he had become 
a manufacturer. 

Mr. Rosack. Let’s go over the steps carefully. 

When that bid was submitted, the bidder was silent on whether he 
was a manufacturer or a regular dealer? 

Captain Caras. That is correct. 

Mr. Rosack. You considered that a minor irregularity, even though 
that is a requirement under the law; is that not right? . 

Captain Caras. Yes, sir. 

Mr. Ropack. And then, on that bid, or on another bid, it was subse- 
quently represented to you that the bidder had two employees. Now, 
when that representation was made to you, were you statisfied that 
the law was being observed ? 

Captain Caras. You mean, on IB-307? 

Mr. Rornack. I mean the requirements of the Walsh-Healey Act. 

Captain Caras. That is why I referred it to the Small Business 
Administration. 

Mr. Rogack. I didn’t ask you that question, sir, I didn’t ask you 
what you did with Small Business. I asked you whether, when you 
determined that the failure to specify whether a regular manufac- 
turer—you considered that as a minor irregularity, even though that 
is a requirement under the law, requirement on the bid form, and 
somebody has got to determine it under the law 

Captain Caras. I would have never proceeded with the award with- 
out that information, without that representation. 

Mr. Rosack. Without what representation ? 

Captain Caras. Without the representation that the bidder was a 
manufacturer or regular dealer. 

Mr. Rosackx. And when they stated that they had two employees, 
did that satisfy your understanding of the law? 

Captain Carass. Sir, I can’t 

Mr. Rosackr. I am asking you whether it did or not. 

Captain Caras. Yes, sir; I believe an establishment can be a regular 
dealer with two people. 

Mr. Ronack. I don’t want a speculative answer; I want to know 
whether you were satisfied that the requirement of the Walsh-Healey 
Act was being observed when the prospective contractor told you that 
he had two employees. 

Now, you can answer the question, or if you don’t know the answer 
to the question, or you didn’t decide it, then you will please so state. 

Captain Caras. At the time I didn’t like it. 

Mr. Rosack. You didn’t like it? 

Captain Caras. That is all I could say; and I would just have to 
continue obtaining the information until either I was satisfied, or 
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Mr. Rosack. I am trying to find out what your responsibilities as 
a contracting officer are in seeing that the requirements of the Walsh- 
Healey Act are observed. 

Mr. Wotverton. Mr. Roback 

Mr. Rosack. I am only asking him; I am not asking for a legal 
opinion as to the Walsh-Healey Act, I only want his understanding. 
If you can testify as to his understanding of it, please do. 

Mr. Houtrreip. Let the Captain answer, Mr. Wolverton. We can 
obtain your opinion later. 

Captain Caras. You want to know if I was satisfied that if he 
had two employees he was a manufacturer or a regular dealer? 

Mr. Rosack. Under the requirements of the Walsh-Healey Act. 

Captain Caras. I believe it is possible for a man to satisfy that par- 
ticular requirement of the act with two people. 

Mr. Rosack. I asked you if you were satisfied. 

Captain Caras. At the time it wasn’t pertinent; subsequently, I was 
satisfied. 

Mr. Rozack. Do you ordinarily require a performance bond to be 
submitted on the contract ¢ ‘ 

Captain Caras. On this particular invitation, it was a requirement; 

es, SIT. 
7 Mr. Rornack. Now, do you ordinarily ignore or waive or suspend a 
requirement ? 

Captain Caras. I am without authority to do so, sir. 

Mr. Rosack. You are without authority ? 

Captain Caras. Yes, sir. 

Mr. Rorack. Now, what is the requirement in the contract as to the 
timing of the performance bond ? 

Captain Caras. I believe in this particular invitation, sir, the re- 
quirement was that the bid would be—the performance bond would 
be submitted 10 calendar days after the date of the award. 

Mr. Rosacx. That would be about some time in the latter part of 
November ? 

Captain Caras. Yes, sir. 

Mr. Rornack. Now, there came a time, did there not, when you under- 
took to solicit a performance bond ? 

Captain Caras. Yes, sir. 

Mr. Roracx. What was the date of that solicitation on your part? 

Captain Caras. January 14, 1957. 

Mr. Rozsack. And that was how many days after the contract 
requirement time ran out ? 

Captain Caras. Roughly 60 days—that would have been roughly 
50 days, sir. 

Mr. Rosack. What inspired you to request a performance bond at 
that time? 

Captain Caras. Because the deficiency was brought to my attention. 

Mr. Rospack. What was that? 

Captain Caras. The deficiency was brought to my attention. 

Mr. Rosack. By whom? 

Captain Caras. Mr. Roback, I want to offer this particular informa- 
tion. When this thing broke, these files were taken away from me. 
And for me—— 

Mr. Ho.irtevp. “When this thing broke.” Will you please explain 
that for the record ? 
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Captain Caras. Well, I don’t recall exactly the date, but I believe it 
was in January 

Mr. Houirievp. I am not specifying the date. 

Captain Caras (continuing). Or late December—I don’t recall 
exactly, sir, but the files were taken away from me, and they were away 
from me for 6 weeks, and for me to exercise my repoodibilitiee at that 
time would have required the files to be in my possession. 

Mr. Ho.irrevp. So when you referred to “when this thing broke,” 
you meant when the McClellan committee showed an interest in the 
contracts ? 

Captain Caras, And the other congressional committees, and also, 
I believe, about nine inspector generals—they were all taking my files 
away, they tore them apart, they photographed them; I had no access 
to them at all. And for me to exercise my responsibilities, I believe 
that that matter should be regarded by the committee as extenuating 
circumstances for my failure to follow up and obtain this performance 
bond. 

Furthermore, the burden is on the contractor to furnish the bond, 
and if he doesn’t do so, he is subject to a default, under the pertinent 
article. 

Mr. Rogack. Captain Caras, on November 7, when Mrs. Ross came 
to your office, what did she discuss with you? 

Captain Caras. She presented to me the document signifying that 
she had legal access to the facilities located in Knoxville, Tenn. She 
further presented me with a letter representing to me that she had 
the employees, the machinery, the key people, and so forth, and that 
in the event of an award she would be ready to proceed. 

She appeared on the premises with only one copy of this particular 
document, the lease. I asked whether or not I could retain it, and 
she said that is was the only copy she had, and I asked her if I could 
have it reproduced, and she said I could. 

So I called one of my employees out and had him run downstairs 
to reproduce the document. 

Mr. Rosack. Did you examine the document ? 

Captain Caras. Yes, sir. I had a legal man with me, and he gave 
it a quick, cursory lookover, in case—if we didn’t want it, why should 
we have it reproduced ? 

Mr. Ropack. Did it strike you as notable that it was notarized in 
New York and Knoxville on the same day ? 

Captain Caras. Mr. Morgan pointed that out to me. It is possible. 
I was not there to play cops and robbers with these people. 

Mr. Rozack. What happened after that? 

Captain Caras. I indulged in conversation with Mrs. Ross. 

Mr. Rorack. Did the name of Mr. Ross come up in that conver- 
sation ? 

Captain Caras. Yes, sir. 

Mr. Ropack. How did it come up ? 

Captain Caras. I solicited the information, sir. 

Mr. Rogack. Why did you? 

Captain Caras. Because I had heard a year or so before that Mr. 
Wynn’s brother-in-law was an official in Washington. 

r. Ropack. You had some impression for at least a year ? 
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Captain Caras. I had some impression of it; yes, sir. But, as far 
as I was concerned, it was superfluous and irrelevant, I didn’t care 
who his relatives were. 

Mr. Rozack. What did you say to Mrs. Ross on that point? 

Captain Caras. I asked her, I said: “I understand your husband 
is an official in Washington.” 

And, believe me, it would not have been shocking to me if she had 
said, “No, that is my sister Jane.” 

I mean—I said, “I understand your husband 

And she said, “Yes. But I want to make sure that he is not in 
my business; I don’t look in his business, I didn’t go to Washington 
and participate in society,” and so forth. 

Mr. Rogack. Did she say that to you ? 

Captain Caras. That is the general context of that particular item 
of conversation. 

Mr. Rogack. She was trying to impress upon you that she did not 
use her husband’s influence ? 

Captain Caras. Yes. I would say she was somewhat violent in 
attempting to impress me, or to leave me with that impression, that 
there was no connection between them. 

Mr. Rozack. Very good. 

Now, did you ever have occasion to talk to Mr. H. D. Wynn? 

Captain Caras. On several occasions; yes, sir. 

Mr. Rosack. Did the name of Mr. Ross ever come up in any of 
those conversations ? 

Captain Caras. Not particularly—I don’t recall if it was Mr. Ross, 
rad “Canada As I said before, a year prior to this I had heard from 

r. Wynn that his brother-in-law was an official in Washington. He 
may have told me what his capacity was. As a matter of fact, when 
Mrs. Ross told me her husband’s capacity, I still didn’t catch it, I was 
just out there 

Mr. Rozack. I am not in these questions imputing any improper 
motive to you. 

But testimony has been given to this committee raising questions 
as to whether or not the name of Mr. Ross has come up, and I am only 
trying to establish that for the record. And you ought not to assume 
that in these questions I am ascribing any improper motive or undue 
influence, I am merely asking for the facts. 

Captain Caras. I honestly, under oath, couldn’t testify to the fact 
that Mr. Wynn had said Mr. Ross was his brother-in-law, because I 
don’t believe I had ever heard of the name of Ross until I found out 
he had a sister named Ross. 

Mr. Ropack. It could have been one way or the other, you don’t 
know for a fact whether you discussed it or not ? 

Captain Caras. Sir? 

Mr. Ropack. You said, it could have come up or not, you can’t 
recall ? 

Captain Caras. Specifically thename. But stating that his brother- 
in-law was an official in Washington, that is a fact. But as to whether 
it was Mr. Ross, I can’t state. 

Mr. Rorack. Very good. 

Mr. Moraan. Captain Caras, did Mrs. Ross state specifically what 
position her husband held in W ashington ? 
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Captain Caras. In all probability she did, Mr. Morgan. But as I 
said before, I was out there for the sole purpose of being a gentleman 
while we were waiting for this document to be reproduced. 

Mr. Morean. What action did you take subsequent to that confer- 
ence to verify the fact that he was an official in Washington ? 

Captain Caras. First of all, let me say this. I walked away from 
the conference, and my actions in saying that were, so what, as far 
as I was concerned I didn’t care who their relatives were. And when 
I presented the request for approval for award I asked Mr. Rooney, 
who approves the awards prior to their going into the Chief of the 
Purchasing Division, as to whether or not he knew a Mr. Ross. And 
he stated, “You mean Julian Ross?” 

And I said, “I don’t know. This lady that was here the other day 
stated that her husband was a secretary in Washington”—again, not 
thinking it to be relevant, I didn’t catch whether it was the Army, 
Navy, Defense, or what other secretaries they may have here in 
Washington. 

Mr. Morean. What did you and Mr. Rooney do then in this dis- 
cussion ? 

Captain Caras. We looked in the telephone book—he had a Defense 
Department telephone book and we looked it up, and I believe we went 
through the Army and there was no Ross there, and up to Defense, 
and we finally found a Ross. Whether that was the one or not, we 
still couldn’t tell. 

Mr. Morcan. You found a Mr. Ross listed as what ? 

Captain Caras. As the Assistant Secretary of Defense for Legisla- 
tion and Public Affairs, I believe was the listing of it. 

I went back and looked it up again. 

Mr. Morgan. Captain Caras, in the conference that you had with 
Mrs. Ross on November 7, did you discuss the opening of bid No. 
307, did you have anything to do with the opening of those bids? 

Captain Caras. Could you tell me when IB 307 opened, the time? 

Mr. Morean. November 7, 1956, 11 a. m. 

Captain Caras. I don’t recall. She could have been there before 
the opening. 

Mr. Morean. You were handling that contract, were you not, that 
award or that invitation? 

Captain Caras. Yes, sir; that was my responsibility, invitation 
307, yes, sir. 

Mr. Morean. And do you know whether or not Mrs. Ross was there 
as a representative of Southern Athletic, Wynn Enterprises, or Centre 
Manufacturing, any one or all?’ 

Captain Caras. I could check the records on that, but I don’t recall, 
sir, as to whether she was at the bid opening. 

Mr. Morean. Was it a public opening? 

Captain Caras. Yes, sir. 

Mr. Moraan. You can’t recall discussing that invitation with her? 

Captain Caras. I can’t recall—I mean, my business was to get the 
leads, and this other document—as far as I was concerned, I had 
satisfied my procurement business, and the balance of the conversa- 
tion was merely being there with her—which is an unusual situation, 
I consider, for a woman, just standing there until this document was 
reproduced, so that we could hand her back her document and she 
could be on her way. 
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Mr. Morcan. Captain, what was the date of the first facilities survey 
conducted on Wynn Enterprises, the date of the report? 

Captain Caras. I believe you people have my documents. 

The date of the survey was October 11, 1956. 

Mr. Morean. I didn’t ask for the date of the survey, I asked for 
the date of the report. 

Captain Caras. I believe it was telephonic on or about October 15. 

Mr. Morcan. What is the date that is indicated on the bottom of 
the FCR there? It is the date of the report. 

Captain Caras. The date of the report is October 23. 

Mr. Morcaan. And what is the next action datewise; on October 24, 
you have a memorandum there for the record by Mr. Francis R. 
Maher, who was the purchasing agent ? 

Captain Caras. Yes, sir. 

Mr. Morcan. Would you read the first paragraph of that memo? 

Captain Caras (reading) : 

Mr. Miller, Atlanta, Ind. Mob. Atlanta Area, contacted Mr. Wynn, Southern 
Athletic. They will lease Appalachian building to Wynn Enterprises, which is 
Mrs. R. T. Ross. There is a small amount of machinery in this building which 
would be leased from Southern Sportswear. They would have to secure 150-175 
machines. Mr. Wynn claims not interested in this company. No help employed 
at this time of any kind. Surveyor’s opinion only help available would be 
trainees, since Southern Athletic and Southern Aviation are using trainees on 
current contracts. 

Mr. Morcan. Now, that was stated by Mr. Miller of the Atlanta 
Industrial Mobilization Office, is that correct? 

Captain Caras. Yes, sir. I would call that a summary. 

Mr. Morocan. And he is the individual that made the facilities 
survey, is he not ? 

Captain Caras. Yes, sir. 

Mr. Morean. Now, on October 25 what action did you take in regard 
to contacting Small Business? 

Captain Caras. I believe on or about that date—— 

Mr. Morgan. Do you have a letter there in your file dated October 
25 to Mr. John F. O’Connell, small business specialist ? 

Captain Caras. Yes. 

Mr. Morcan. Would you read that into the record, please? 

Captain Caras. This is disposition form 36, and it is addressed to 
John F. O’Connell, small business specialist, from the Clothing 
Branch, Purchasing Division: 

1. Reference is made to invitation to bid QM-36-030-57-167 for 249,000 pair 
trousers, men’s cotton, wind resistant, sateen, 9-o0z. wt., olive green, QM shade 
No. 107, WRT. 

2. Wynn Enterprises, 200 Fifth Avenue, New York, N. Y., plant location 
Appalachian Mills Building, Dale Avenue, Knoxville, Tenn., submitted a bid 
for 100,000 pair @ $3.50, or 149,000 pairs @ $3.40 or 200,000 pairs @ $3.35, or 
249,000 pairs @ $3.35. 

3. Pre-Award Survey dated October 11, 1956, recommended no award. 

4, Copy of Report of Financial Survey, dated October 15, 1956, is attached 

5. No record of any current contracts. 

6. It is requested that this office be advised whether the Small Business 
Administration desires to issue a Certificate of Competency for the bid quantity 
of 249,000 pair. 

(Signed) CARAs. 

Mr. Morean. And that bears your name. 


Captain Caras. Yes. 
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Mr. Moraan. Now, did you receive a letter from Mrs. Claire Wynn 
Ross, Wynn Enterprises, dated the following day, October 26? 

Captain Caras. Yes, sir. 

Mr. Moraan. 1956. 

Captain Caras. Yes, sir. 

Mr. Morcan. Would you read that into the record ? 

Captain Caras. Yes, sir. 

(The matter referred to follows:) 


WYNN ENTERPRISES, INC., 
New York, N. Y., October 26, 1956. 
Re QMCT HCD FRM-I/B QM-36-030-57-167. 
Mumitary CLorHine & TEXTILE SUPPLY AGENCY, 


Philadelphia Quartermaster Depot, United States Army, 2800 South 20th 
Street, Philadelphia, Pa. 


(Attention: James Caras, Captain, QMC, Purchasing Division.) 
GENTLEMEN: Replying to yours of October 24, on bid 167, we wish to clarify a 
couple of items under “Bidders Represents.” 


(1) Total number of employees at present time is two. 
(2) A regular dealer in. 

However since this bid opened, we can now be classified as a manufacturer 
as Wynn Enterprises has leased 79,000 square feet in building at 516 Dale Ave- 
nue, Knoxville, Tenn. Building has sprinkler system, railroad and truck 
sidings. 

The Appalachian Mills who previously occupied this building had 500 people 
working for them. We can obtain as many of these people as we need. 

The following machinery has been set up or is being set up: Felling machines 
off arm, 22—double needle flat beds, 23—button hole machines, )—sergers, 8— 
button sewers and tackers, 12—Blind stitch machines, 7—Single needle machines, 
27—basters, 4—banders, 6—table, motors and stands for above. 

In addition we have contracted for 125 plain sewers and 100 of these will be 
delivered and set up next week. 

We trust this will give you desired information. 

Yours very truly, 
WYNN ENTERPRISES, INC., 
CLAIRE WYNN Ross. 


Mr. Morgan. Now Captain Caras, this reference to “Yours of Octo- 
ber 24,” was that your letter to Mrs. Ross, or was that a telephone call, 
or what was it? 

Captain Caras. That was a letter. 

Mr. Morean. In that letter did you ask her to clear up this area of 
“bidder represents” ¢ 

Captain Caras. Yes, sir. 

Mr. Morcan. Was that all you asked her in that correspondence, or 
did you indicate to her that a negative facility survey had been sub- 
mitted, or that additional information was required ? 

Captain Caras. Let me read the letter. 

Mr. Moraan. All right. 

Captain Caras. The letter is dated October 24. It is addressed to 
Wynn Enterprises, 200 Fifth Avenue, New York, N. Y. 


Gentlemen: Reference is made to your bid QM 36—030—-57-167, for trousers, 
men’s, cotton, wind resistant, sateen, 9-ounce weight, green shade, 197 WRT. 
The block marked “bidder represents” on the cover sheet has not been filled in. 
It is requested you furnish this office with the exact accurate number of em- 
ployees of bidder and its affiliates. 

Sincerely yours, 
JaMES Caras, 
Captain, QMO, Purchasing Division. 


Mr. Morcan. That is all that it asks for, is for her to furnish infor- 
mation in that block entitled “Bidder Represents” ? 
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Captain Caras. Yes, sir. 

Mr. Morean. And this other information was furnished voluntar- 
ily without solicitation, is that right? 

Captain Caras. Evidently; yes, sir. 

Mr. Morean. Now, on the first FCR, would you refer to the “re- 
marks” section. Do you have that in front of you, sir? 

Captain Caras. The first FCR? 

Mr. Morean. The first FCR, first survey, which was dated October 
23, under the “remarks” column there, would you read that into the 
record ? 

Captain Caras (reading) : 


Remarks: 

A. Recommendation is based on surveyor’s inability to secure definite com- 
mitment as to availability of (1) Availability key management and production 
personnel, other than Mrs. R. T. Ross, president. (Mrs. Ross was not available.) 
(2) Availability of essential experienced production workers and training fa- 
cilities. (3) Availability of equipment (by lease) from Southern Athletic 
Co. by this bidder (see pt. 3 (d), entry 1). (4) Availability of additional equip- 
ment (see pt. 3 (d), entry 3). (5) Availability of buildings (by lease) from 
Southern Sportswear (see pt. 3 (c), entry 7). (6) Installation of electric 
power line, et cetera (See pt. 3 (d) entry 5). (7) Availability of materials and 
components. (8) Manufacturing experience of this bidder on bid or similar 
item. (9) Workweek plant will operate to meet bid schedule. 

B. Recommend that information as to above be obtained by PQMD from 


Mrs. R. T. Ross, president (according to Mr. H. D. Wynn) of Wynn Enter- 
prises. 


C. Information contained in this QMC form 1213 was obtained from Mr. H. D. 
Wynn, president, Southern Athletic Co., Inc. (It is not known what connec- 
tion, if any, Mr. Wynn has with the bidder.) 


Mr. Morean. What name appeared on the bid submitted in the 
name of Wynn Enterprises on that invitation? 

Captain Caras. Mr. H. D. Wynn. 

Mr. Morean. Now, can you show the committee on the second fa- 
cility survey where these recommendations were reversed, where it 
shows that there was available this list of items that you have just 
read off, such as workers, No. 2, availability of essential experienced 
production workers and training facilities? 

Captain Caras. The first one was—— 

Mr. Morean. No. 2 that you read: 


Availability of essential experienced workers and training facilities. 


Captain Caras. This is to Chief, Clothing Branch, ae 
Division, from Chief, Industrial Office, a disposition form date 
November 6. Under paragraph 2 (d) it says: 


The local Department of Labor office advised, trained and untrained labor 
was available in the area. Southern Athletic Co., Inc., Mr. H. D. Wynn, presi- 
dent was contacted and Mr. Wynn stated that he would send some key super- 
visors, and a Mr. William House would be production superintendent of the 
subject plant. (He is well known to Atlanta office.) 


(The full text of the disposition form is as follows :) 
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DIsPosITION ForM 
P. 524 
Security identification (if any) 
NoveMBER 6, 1956. 





File No.: QMCT-HIC—004.04. 

To: Chief, Clothing Branch, Purchasing Division. Comment No. 1 

From: Chief, Industrial Office. Neuman/mc/620 

Subject: Pre Award Plant Survey, I/B 167, Trouser’s, Men’s, Ctn Wynn Enter- 
prises, Inc., Dale Avenue, Knoxville, Tenn. 

1. A telephone conference was held this date between Mr. Matt Miller, indus- 
trial specialist of the Atlanta General Depot, Capt. James Caras, contracting 
officer MC&TSA, Alfred Neuman and John Collins, industrial specialist, 
MCATSA, with reference to request of captain Caras for a resurvey of subject 
facility. 

2. Mr. Matt Miller made the resurvey November 5, 1956, and gave the follow- 
ing information : 

(a) The subject plant is not in operation at the present time. 

(b) There are sufficient parts and equipment all disassembled now in the 
plant to set up 275 machines of various types. 

(c) Although power lines have not been set up yet, the floor and cutting 
room electric connections for the machines have been installed. 

(d) The local Department of Labor Office advised, trained and untrained 
labor was available in the area. Southern Athletic Co., Inc., Mr. H. D. Wynn, 
president, was contacted and Mr. Wynn stated he would send some key super- 
visors, and a Mr. Wm. House would be the production superintendent of the 
subject plant. (He is well known to Atlanta office.) 

(e) Mr. Wynn, the owner of Appalachian Mills Building (Dale Ave., Knox- 
ville, Tenn.), advised he would lease the premises to Wynn Enterprises, Inc., 
as a separate corporation. Mrs. R. T. Ross, 200 Fifth Avenue, New York City, 
is the president of Wynn Mnterprises. 

3. Mr. Miller advised the subject facility could produce and deliver the fol- 
lowing quantities of the subject I/B: 


DRCRNDGR OGG nets @t Apell 300Ri. 6. 20 oi. 55, 000 
| | ee ee 21, ODO: any: AQGF 1 cei) etic ey 57, 500 
IE IIE ais is cet cetacean Se We SO Aes... Ss cmestinneepeiekes 50, 000 
Pe Ae ea ase ee Ey SO DU BENE pavecaghitee sds th pci nti teenie 50, 000 


4. The surveyor recommends full award provided the contracting officer will 
accept the delivery schedule as set forth in paragraph No. 3 above, with a 6 
to 8 weeks lead time, also contingent upon Mrs. Ross, president of the subject 
facility, sending to the contracting officer, written confirmation of availability 
of buildings, equipment, machinery, essential production workers, availability 
of materials and components, and the work week plant will start to operate to 
meet bid schedule. 


Down. 

Mr. Rozsack. Why wasn’t that information obtained from Mrs. 
Ross, according to the recommendation? Mr. Wynn said he didn’t 
know anything about this contract and sent you to Mrs. Ross. Why 
did you come back to Mr. Wynn? 

Captain Caras. That is the next step. The surveyor down there 
gathers what he can get, and he comes back here and tells me 
again—— 

Mr. Rogack. Is this the second survey ? 

Captain Caras. Yes, sir. 

Mr. Rogack. The first survey said what? It said that Mr. Wynn 
didn’t have any interest in this contract, go see Mrs. Ross. And the 
surveyor went back to Mr. Wynn; did he not? 


92420—57——_16 
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Captain Caras. He went back to that facility ; yes, sir. 

Mr. Rozacx. Did you ever have any doubt in your mind that Mr. 
Wynn was really the moving instrument behind this contract? 

Captain Caras. Well, sir, he signed the bid. 

Mr. Rosack. He signed the bid. As far as you were concerned, 
he was the contractor? 

Captain Caras. No. I considered him as an officer of the corpora- 
tion at that time, and he had bound the corporation. As to what 
his present status was, it was for me to see what effect, if any, his 
resignation would have on this particular invitation to bid. 

Mr. Ronacx. So that the committee understands the situation 
clearly, the first survey report was negative, Mr. Wynn told you: 
“Go see Mrs. Ross.” And the second survey was positive, but you 
went back to Mr. Wynn for the information. I just wanted to estab- 
lish the record clearly. 

Ts that an accurate statement ? 

Captain Caras. Yes, sir. 

I believe they saw Mr. Wynn in his capacity as the attendant for 
that facility. 

Mrs. Grirrtrus. Mr. Chairman, I want to ask this: 

Did Mr. Wynn have any other bids that were lower out of com- 
panies of his on this procurement? 

Mr. Moraan. Mrs. Griffiths, not on this particular invitation, but 
on invitation 307, which was for the exact same item, Mr. Wynn 
submitted a bid in the name of Southern Athletic at a unit price of 
$2.96, compared to the unit price of $3.15 which was submitted by 
Wynn Enterprises on invitation 167, and also the same bid price, 
$3.15, was submitted by Wynn Enterprises on invitation 307. 

Mrs. Grirrirns. I asked him yesterday if he couldn’t use those 
same companies that he owned to put in bids, and then knock out 
the lowest bidders when he discovered that he was lowest on several 
bids, and he said, “Yes” ; that he could do it. 

And I asked him: “Have you ever done it?” and he said, “No, he 
had never done it, that he had always given the Government the benefit 
of the lowest bid.” 

Mr. Moraan. Mrs. Griffiths, Mr. Wynn did not knock this out; the 
Quartermaster Corps themselves rejected the bids under invitation 
307. There was no cancellation or refusal to extend the option on 
the part of Mr. Wynn in the name of Southern Athletic. 

Mrs. Grirrirus. But he could knock them out by simply saying 
on the survey that the capacity was filled, all he had to do was to show 
them that his capacity was filled, whereas, as a matter of fact, all 
he had to say was, “I can get additional equipment.” That is what 
he meant when Iasked him, “Have you ever knocked them out?” and 
he said, “No; I have never knocked them out.” 

Mr. Fascety. Mrs. Griffiths, the determination of that would depend 
on the reasons for the rejection of bid 307. Now, whether the two are 
connected is something else again. 

But at this point, Mr. Chairman, since this whole thread runs 
through this thing, I think we ought to read in the record the report 
on the financial responsibility of the bidder. 

Mr. Hotirretp. Will you please read into the record the financial 
data of Wynn Enterprises on this particular bid ? 
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Captain Caras (reading) : 
WYNN ENTERPRISES, INC. 


1. A confidential bank report dated October 11, 1956, indicates subject bidder 
is one of many allied enterprises of its principal, H. D. Wynn, whose personal 
net worth approximates $2,500,000. Also, there is held available to the group 
a $400,000 line for discount of Government and civilian receivables. Line is 
also—— 

Mr. Hottrietp. $400,000 line for discount is another way of saying 
that there is a bank—there has been established a bank credit for that 
much financial backing; is that right? 

Captain Caras. I would assume that; yes, sir. 

Mr. Hottrrecp. And do your records show who placed the $400,000 
line of credit, who is responsible for that? 

Mr. Fascett. Mr. Chairman, could we get that in the record after 
he gets through reading this? 

Mr. Houirrevp. Yes. 

Go ahead, Captain Caras. 

Captain Caras (reading) : 

Also there is held available to the group a $400,000 line for discount of Gov- 
ernment and civilian receivables. Line is also available for unsecured own note 
borrowing. Additional financing when necessary is received from correspondent 
bank in Georgia. 

2. In view of the foregoing, it is the opinion of this Section, subject bidder 
ean finance proposed award totaling $834,150, requiring an estimated working 
capital of $134,000. 

8. Since it was not necessary to contact subject directly it is suggested that 
the contracting officer ascertain subject’s ability to protect Government against 
possible loss or damage to GFP. 

Do you want me to read the blocks? 

That is dated October 15, 1956, signed by A. M. Greene, accountant, 
approved by Chief, Costs and Price Section, John P. Lauer. 

nd this is an extract of the credit file held by the Costs and Price 
Section, that is, they have Dun & Bradstreet’s confidential bank re- 
reports, and so forth, and they make this conclusion, and they give it 
to me. 

Mr. Ho.irrecp. Do your records show who was the person who 
obtained this line of credit, or does it appear that——— 

Captain Caras. Yes. It is the Park National Bank, Knoxville, 
Tenn. 

Mr. Houtrtetp. But there is no individual name? 

Captain Caras. Park National Bank of Knoxville, John L. Wilson, 
vice president. And it is signed. 

Mr. Fascett. But who is it extended to, Captain? That is the 
point. Your own financial report indicates that it woud be extended 
to H. D. Wynn, as an individual ; is that true or not? 

Captain Caras. I don’t believe so, sir. That is not the conclusion 
Thad come to. 

Mr. Fascets.. You just read the Park National Bank. 

Captain Caras. Yes, sir. 

And I considered the survey to be in three categories: (1) He tells 
me that this man is worth $214 million; (2) he tells me that these 
companies have an extended credit of $400,000; (3) if any more 
money is needed, he gets it from Georgia. 

_ Mr. Fascett. I understand that. I am not arguing about the point, 
it Is very clear to me that as far as the Quartermaster is concerned 
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they consider Wynn Enterprises one of the affiliated group run by 
H. D. Wynn, and they did business with H. D. Wynn. Now, all 
I am asking you is whether or not on the line of credit which your 
financial report says was extended to this group of corporations 
headed up by H. D. Wynn, whether the line of credit from the Park 
National Bank in Knoxville, Tenn., actually read to H. D. Wynn as 
an individual or was extended to one of his corporations, that is all. 

Captain Caras. I wouldn’t know, sir. 

Mr. Fascett. You don’t know ? 

Captain Caras. No, sir. 

Mr. Morean. Do you have that in your files back in Philadelphia? 
Could you furnish that for the record, please ? 

Mr. Rozsack. Captain Caras, you had information at that time that 
H. D. Wynn had withdrawn his corporate position in Wynn Enter- 
prises, did you not ? 

Captain Caras. At that time? 

Mr. Ropack. Yes, sir. 

Captain Caras. No, sir. 

Mr. Rosack. Not of the date of the financial report, but before 
signing the contract ? | 

_Captain Caras. Yes, sir, 1 was aware that he had resigned; yes, 
sir. 

Mr. Rospack. But as far as you were concerned, this was the financial 
statement for that award ? 

Captain Caras. Yes, sir. The ability of the Wynn Enterprises, a 
New York corporation, to ascertain 

Mr. Rozack. Do you understand that the financial backing of this 
contract resides in Mr. Wynn, or does the contract stand on its own 
feet ? 

Captain Caras. Sir? 

Mr. Rosack. Do you understand that the financial backing for this 
credit resides in Mr. Wynn, or does the contract stand on its own feet 
financially ¢ 

Captain Caras. Sir, that is a conclusion on your part. I said that 
this document here refers to the Wynn Enterprises, Inc., a New York 
corporation—— 

Mr. Rosack. I am asking you for your understanding as to whether 
this contract is backed financially by Mr. Wynn, based upon a finan- 
cial ability statement, or does this contract stand on its own feet 
financially ? 

Captain Caras. I believe the contract, as it stands now, stands on 
its own feet. I mean, Wynn Enterprises, Inc., and the assignee—I 
mean, as far as financial aspects are concerned. 

Mr. Hotirtetp. As far as you are concerned, then, you believe that 
the Wynn Enterprises obtained a line of credit at the Park National 
Bank of Knoxville? 

Captain Caras. Yes, sir. 

Mr. Hotiretp. Your survey officer undoubtedly put that in his 
report, as you read, your survey officer explored the financial capa- 
bility of the Wynn Enterprises and came up with the items which 
you read ? 

Captain Cards. Yes, sir. 

Mr. Hoxirtecp. So your records should show where the line of 
credit that was obtained was obtained on the assets and the standing 
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of the Wynn Enterprises, or whether it was obtained upon the assets 

and the standing of Mr. H. D. Wynn and his other corporate enter- 
rises. 

i Captain Caras. I wouldn’t know that information. 

Mr. Horirtetp. You wouldn’t know that? 

Captain Caras. No, sir. 

Mr. Hotrrretp. You would know this, though, that if there was no 
documentary assumption of liability by Mr. H. D. Wynn of the lia- 
bilities of Wynn Enterprises from which he had divorced himself, 
that there would actually be no connection between his resources and 
the Wynn Enterprises, if it came to a question of the Government ob- 
taining performance or requiring—or having recourse to financial as- 
sets to enforce its contract—you realize that, do you not? 

Captain Caras. Yes, sir. But to that I may add that that is why 
we require a performance bond, to assure ourselves that we are not 
confronted with this lability, trying to catch the man who bound 
the corporation. 

Mr. Rosack. How much coverage does the bond provide? 

Captain Caras, Twenty percent of penal sum. 

Mr. Fascexi. Captain, is there anything wrong with the Quarter- 
master doing business with a corporation based on an individual net 
worth behind the corporation ? 

Captain Caras. No, sir. 

Mr. Fascetx. So that the fact that your survey officer reported on 
the financial responsibility of the contracting corporation and indi- 
cated clearly that he recommends whatever he does in this thing based 
on the net worth of H. D. Wynn as an individual, there is nothing 
wrong with that, is there ? 

Captain Caras. No, sir. 

Mr. Fasceti. Now, the fact that your officer on this financial respon- 
sibility report points out that the Wynn Enterprises, Inc., is one of a 
group of businesses headed up by Mr. H. D. Wynn for financial and 
practical purposes, there is nothing wrong with that, is there,-as far 
as the Quartermaster is concerned, in doing business with Wynn 
Enterprises ? 

Captain Caras. No, sir. 

Mr. Fascetu. May I ask General Westphalinger a question ? 

Mr. Houtrreip. Go right ahead. 

Mr. Fascetz. General, let’s take a hypothetical case. I want to see 
whether or not this would lead to some kind of legislation, or the 
necessity for it, and that is the reason I am asking the question. 

You have an invitation to bid on a procurement requirement, you 

have several acceptors, responses to the bid. Let’s take for the pur- 
poses of this hypothetical case that you have 10 contractors. Let’s 
further take, as part of this hypothetical case, that 5 of these 10 
contractors are corporations which are wholly owned or controlled by 
an individual, and that they have all submitted bids. 
_ Now, let’s assume further that 1 of the 5 of these associated groups 
is the low bidder, and that for some reason, after examining all of the 
responses to the bid, the Quartermaster decides to knock out all of 
the bids and readvertise or rerequest bids. 

Now, we find in this hypothetical case that the low bidder in this 
first bid was a dollar under what his bid was in the second bid. But 
in the second bid we find that instead of 10 contractors you only have 
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6 who have now responded, 5 of whom are all integrated in a group, 
and one who is an outside man, and the outside man is not even in 
contention. 

The low bid in the second group is a dollar higher than the low bid 
in the first group, and the low bid in the second group goes to one 
of the associated groups. 

Now, several interesting possibilities suggest themselves to me which 
I do not need to delineate to you gentlemen who have been workin 
in this field for many years. What I want to find out, General, "all 
want to get from you is your opinion whether or not the military is 
adequately protected under the present system, and whether or not 
Congress from the standpoint of the public ought to consider some 
gp to cover this circumstance, assuming that everything is 

egal. 

Rew WestPHALINGER. Mr. Fascell, you recall in my opening 
statement that I said: 


Neither the Department of Defense nor the Department of the Army regula- 
tions prohibit an individual who has a controlling interest in several business 
entities from submitting a bid in the name of each entity. Bids received from 
such entities must be considered on their own merits unless a fraudulent or 
deceitful purpose can be shown or the bids are collusive. 

Now, if this committee feels that there is collusion, I am all for 
having legislation that would prevent any collusion or anything 
fraudulent. 

Mr. Fasceti. You can’t legislate an honest man, General. But 
we might be able to put some rules and regulations around it which 
might help steer people in the right direction. 

General WestPHALINGER. We are looking for help. 

Mr. Fascett. Now, what I am after primarily, as I say, in this 
hypothetical discussion, is whether or not the military is adequately 
protected, in your opinion; and second, whether or not it has been 
a problem of sufficient importance so that you would consider making 
additional regulations or legislation. 

So let’s take them one at a time. And in order to show some kind 
of an analogy to this problem, let’s take in this case, for example, 
on this very bid that we have under discussion this morning, the 
financial, the survey of financial responsibilities indicate quite clearly 
that, as you pointed out in your opening statement, there is nothin 
wrong in doing business with a man who has 5 or 6 businesses an 
submits individual bids on those businesses. And he points out right 
in here that we are doing business with this individual based on his 
business reputation, and I think it is a fair conclusion, at least to me, 
to say, “Well, the Government is going to be protected if we award 
this contract to this contractor because of the individual behind it 
and because of our experience.” So there is no question about that. 

But the interesting possibility does arise where you have one bid 
completely knocked out and a new bid submitted and awarded at & 
higher price, I think you will have to admit that. And I am assign- 


ing no improper motives to anybody, I am not even inferring any} 


fraudulent or mismanagement on the part of anybody. 

General WestpHattncer. I agree with you, Mr. Fascell, I think 
it would have to be subjected to a thorough investigation of each 
case in which this occurs. 
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Mr. Fascetu. I see. Then am I correct in assuming or inferring 
that if you have a case such as I have outlined here, that the mere 
fact that it exists raises questions which would be of considerable 
interest to the military ¢ 

General WestPpHALINGER. Certainly it does; yes. 

Mr. Fascetu. And it would require further investigation? 

General WestpHaincer. I think it should be thoroughly exam- 
ined in each case. 

Mr. Fascety. And that is being done now? 

General WestpHatinceRr. I believe that it is. 

Mr. Ropack. May I make an observation here. 

In the testimony presented by General Westphalinger and the other 
generals previously, it was assumed that the issue of multiple bidding 
was not proscribed in the law, but the issue that was raised here is 
whether multiple bidding depends on the use of the same producing 
facilities, and even if that is the case, it was not the understanding 
of the Army at that time that that was illegal. 

General WestrHaLincerR. May I have just a minute to look this 
over ¢ 

Mr. Houirieip. Certainly. 

(There was a slight pause.) 

General WestrHa.incer. Well, Mr. Fascell, I again say it depends 
on the circumstances in each case. If the facility is large enough to 
take both of them, it goes to the low bidder, one or more bids. 

Mr. Fasceuu. In other words, General, what you are telling me is 
that under present regulation and law it is within the exercise of the 
judgment and determination by the military as to who is responsible 
and who qualifies, as long as the bid is low, and they have adequate 
and complete control over the entire situation ? 

General WestruHauincer. I feel they have. 

Mr. Rosack. Do you understand, General Westphalinger, that if 
the identical producing facilities would be used, whichever one of 
the associated bids was lower, the bids would be illegal, that this bid 
would be illegal; do you understand that? 

General WestrHauincer. I think, again, that would be the result 
of a strict examination, and if there was any collusion involved in 
this, why, we would so treat it. 

Mr. Ropack. I am not raising the question of collusion, I am rais- 
ing the question as to whether the identical facilities would be used. 
And that doesn’t require investigation. 

Let’s assume—do you understand that if the identical facilities are 
used that the bids would be illegal ? 

General Wesreuarincer. Well, that would again depend on the 
capacity of the facilities, is it big enough for one or more procure- 
ments, 

Mr. Rosack. Well, suppose the identical facilities were used, which- 
ever bid was awarded ? 

_ General WesteHaLincer. We would put the low award in there, 
if there was only capacity for one. 

Mr. Rosack. And do you not consider that that would be illegal? 

General WestrHauinerr. Not if we give them the low award. 
Now, if there is some arrangement where there is—some fraud or 
some arrangement so that we can’t put the low award in, I would 
look at it with a very jaundiced eye, and so would the Army. 
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Mrs. Grirrirus. In this instance where the man was with, I believe, 
3 companies, and 3 companies bid on the same quantity, not on the 
same bid, but on the same quantity, and you knock him out, I believe, 
on the theory that he couldn’t produce in one of the plants, why 
didn’t you ask him why he was willing to get extra facilities for Wynn 
Enterprises but not for the other, not for the lowest bidder, why didn’t 
you ask him that, General; why couldn’t you have done that? 

General WestrHatincer. I am afraid I have missed something here, 
because he was the low bidder. 

Mrs. Grirrirus. No; there were lower bids for the same quantity 
that were not accepted. 

Mr. Morean. On the following invitation, 307. 

Mrs. Grirrirus. On the following invitation. 

General WestrHALINGER. That was a different procurement. 

Mrs. Grirrirus. It is the same item. 

General WesteHattncer. Correct, but a different procurement. 

Mrs. Grirrirus. Now, under any circumstances, this man said yes- 
terday that he had it within his power to make any one of these com- 
panies the responsible bidder, and I agree with that ; that is completely 
right. He can put in five different bids, and the moment that he found 
that A was lower than any outside bidder, but that B, C, D, and E 
were lower than A, he could make B, C, D, and E not responsible 
bidders through his own work, and you would have had to have given 
the program to A. 

General WestrHattncer. Mrs. Griffiths, he may think he has that 
prerogative, but we would reject it and insist on his low bid. 

Mrs. Grirrirus. Do you have any instances where you have done 
any such thing? 

General WesteHatrncer. I think, on the contrary—let’s put it the 
other way around—there are no instances that come up where the low 
bidder didn’t get it. 

Mrs. Grirrirus. But he could knock out the Wynn Enterprises with- 
out any problem; you already had it out; you weren’t going to put— 
they were out because they didn’t have the facilities. 

General WestpHatinceR. This is for a specific procurement. 

Mrs. Grirrirus. Yes, sir. 

General WestrHauinoer. Let’s treat that procurement in a com- 
partment by itself. Wynn was the low bidder, And there was no 
other bid involved here from the Wynn Enterprises—there was a 
higher bid by a Wynn associate, the Centre Manufacturing Co., but 
they were rejected because they had a workload and could not take 
care of it. 

Mrs. Grirrirus. But the minute he knew that he had the low price 
with bidder A of his company, he could make bidders B, C, D, and E 
incapable of producing; he could simply say, “We don’t have the 
equipment.” 

General WestpHatincer. Then we would reject all the bids; we 
wouldn’t let them do it. 

Mrs. Grirritus. As a matter of fact, I really think that, except for 
the Army that you called—you threw out some of his bids by saying, 
“In spite of the fact that you are the low bidder, you are not equipped 
to handle the contract,” when you could have demanded from this 
man that he carry through, that he get the equipment. I think you 
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have the authority to do it, and I would think you would make him 
ut it in writing, and you could start disqualfying them on such 
bide. 

General WesreHALINGER. We have never had that happen. 

Mrs. Grirrirus. I think you have it within your power now, with- 
out additional statutes being written, to compel people in these in- 
stances to supply you with the goods at the lowest bid. 

General WestPHALINGER. We do, Mrs. Griffiths. 

Mrs. Grirritus. But the lowest responsible bidder, and you could 
make them responsible on any low bid they put in. 

General WesteHaincer. If it were a multiple bid, we would insist 
on him qualifying the low bidder. 

Mr. Fascety. That is, except where you knock out all the bids and 
he comes back and bids again at a lower price ? 

General WestrHatincer. Of course, that is open to everybody ; that 
is another procurement. 

Mrs. Grirrirus. But anybody owning 5 companies has 5 chances, 
where a person with 1 company doesn’t. 

General Westrenatincer. That is correct, Mrs. Griffiths. 

Mr. Fascett. We must remember that in that case the testimony 
has been quite replete as to the fact that very few contractors in the 
United States could provide this procurement. 

General Westrnmatincer. That is all that were interested in it, at 
least. 

Mr. Mrinsuaty. Mr. Chairman, to complete the record, I think it 
would be advisable to have the captain give us a very brief biograplh.- 
ical sketch as to his civilian background and his military experience. 

Captain Caras. Yes, sir. 

Sir, I was born and raised in the State of Ohio. I was educated 
at Canton, Ohio, attended Ohio University at Athens, Ohio, gradu- 
ating with the bachelor of science in commerce degree in 1949, at 
which time I relocated in New York City, around the metropolitan 
area there, and became a goodwill salesman for a distributor for roller 
bearings and ball bearings. 

I was called into the service October 15, 1950, whereupon I reported 
to Fort Benning, Ga., and helped organize the 4th Infantry Division. 
We moved to Europe. I returned in November 1954, attended the 
quartermaster company grade officers’ course at Fort Lee, Va. Upon 
completion, I entered the Army procurement course at Fort Lee, Va., 
and was reassigned to the Philadelphia Quartermaster Depot on July 
15, 1955, at which time I took up duties as a contracting officer for 
general supplies, procuring, et cetera. 

_On August 22, 1955, I was again relocated to the clothing branch, 
since which time I have been in the cut-make-and-trim business. 

Mr. Mrnsuaui. Thank you very much. 

Mr. Howirieitp. Thank you, sir. 

We will have to make a rollcall at this time, so we will adjourn 
until 10 o’clock tomorrow morning, in the regular committee room, 
1501. . 

(Whereupon, at 12:15 p. m., the subcommittee recessed, to recon- 
vene at 10 a.m., Wednesday, April 10, 1957, in room 1501.) 
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MILITARY CLOTHING PROCUREMENT 
(Wynn Enterprises) 


WEDNESDAY, APRIL 10, 1957 


Hovse or REPRESENTATIVES, 
SuscoMMITTEE ON Miuirary OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:05 a. m., in room 
1501, New House Office Building, Hon. Chet Holifield (chairman of 
the subcommittee) presiding. 

Members present : Chet Holifield (presidin 
Glenard P. Lipscomb, and William E. Minshal 

Also present: Herbert Roback, staff director; James F. Eckhart, 
counsel; Earl Morgan, chief investigator; Robert McElroy, investi- 

tor; Carey Brewer, senior defense specialist; and Frank Pelland, 
Sica) Accounting Office. 

Mr. Hortrtetp. The subcommittee will be in order. 


), Martha W. Griffiths, 
1. 


TESTIMONY OF MAJ. GEN. HENRY R. WESTPHALINGER, DI- 
RECTOR OF PROCUREMENT, DEPARTMENT OF THE ARMY; 
ACCOMPANIED BY MAJ. GEN. ALFRED B. DENNISTON, ACTING 
THE QUARTERMASTER GENERAL, DEPARTMENT OF THE ARMY; 
MAJ, GEN. WEBSTER ANDERSON, EXECUTIVE DIRECTOR, MILI- 
TARY CLOTHING AND TEXTILE SUPPLY AGENCY; DONALD K. 
WOLVERTON, GENERAL COUNSEL, MILITARY CLOTHING AND 
TEXTILE SUPPLY AGENCY; CAPT. JAMES CARAS, CONTRACTING 
OFFICER, MILITARY CLOTHING AND TEXTILE SUPPLY AGENCY; 
AND MAURICE L. PARADIS, OFFICE OF THE GENERAL COUNSEL, 
QUARTERMASTER CORPS 


Mr. Hourrterp. At the conclusion of yesterday’s testimony I was 
just. getting ready to call on Mr. Lipscomb for some questions, so we 
will do that at this time. He has some questions to ask, and then he 
has to be excused to go to another committee meeting. 

Mr. Lirscoms. I had a question which has been bothering me, and 
perhaps someone could answer it for me. 

Here is a contract that has been awarded in an amount of $834,000 
and, as I have been following the testimony, I find that it is a company 
with two employees, to start out with. It has been said that they had 
no record of any current contracts. At the time they submitted the 
bid, they had no equipment, no facilities, they had no manufacturing 
experience. _ 
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The bid was not properly filled in when it was submitted to you, 
There was no financial capability report on this company, as such, 
Wynn Enterprises. 

And I am wondering, sir, how, by any stretch of imagination, this 
firm could be considered the lowest ‘responsible bidder. 

General Wesrenauineer. Mr. Lipscomb, I think in our opening 
statement we indicated that a company did not have to have its full 
staff, it did not have to have its full equipment, it did not have to have 
all the employees, but as the result of a preaward survey, if it was 
established that they did have those things and they did have the 
financial responsibility, then they were declared a responsible bidder, 

Not until we were satisfied that they were responsible were they 
given an award. 

Mr. Lirscoms. What does the term “lowest responsible bidder” 
mean ¢ 

General WresTrpHALINGER. Well, it means, first, that he is the lowest 
bidder as far as price is concerned; second, when he is responsible, it 
means that he is competent to do the job. 

Mr. Lirscoms. In this case, the preaward survey came back nega- 
tive ? 

General Westrnatrncer. That is correct. 

Mr. Lirscoms. Now, what is the policy on the second preaward sur- 
vey? What is done to establish that a firm is the lowest responsible 
bidder? And I am not referring specifically to this case, but how does 
a firm go about becoming the lowest responsible bidder ? 

And I will give you an example—and perhaps you can straighten 
me out. Is it possible for a dress designer or a dress manufacturer 
that does piecework for women to decide that it is going to bid on a 
Government contract, submit the bid, and between the time that it 
submits the bid and you make up your mind whether you are going 
to give it a contract, goes out and makes a lease arrangement with 
other people and obtains finance ing—in other words, to go into business 
to do Government contracting ? 

General WrsrruHAtincer. Let me answer your question this way, 
and let’s not limit it to cut-make-and-trim business, let’s take General 
Motors 

Mr. Liescomn. No; I would rather limit it to this field right at the 
present time, and we can expand it later. 

General WestrHatincer. Al] right. 

The answer is, “Yes; we would give them the award,” if they had all 
the facilities and the resources to produce the item. 

Mr. Liescoms. Do you have any concern whether they can produce? 

General WesTPHALINGER. Yes, sir; we definitely do. 

Mr. Lirscoms. Well, how do you determine that ? 

General WesreHauincer. All right. 

Here is our policy: 


Prior to the award— 


and this is in the Army procurement procedures—I am sorry; this is 
the Armed Services Procurement Regulation, and our Army procure- 
ment procedure will amplify on that, and the technical service instrue- 
tions will amplify further—to make it brief, here is the policy: 


Prior to the award of any contract for supply of services the contracting 
officer shall determine that the prospective contractor is responsible. A respon- 
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sible contractor is one which meets all the requirements set forth below: Is a 
manufacturer, construction contractor, or regular dealer, if the contract or order 
calls for supplies; has adequate financial resources or ability to secure such re- 
sources; has the necessary experience, organization, and technical qualifications, 
and has or can acquire the necessary facilities, including probable subcontractor 
arrangements to perform the proposed contract. 


Next: 


Is able to comply with the required delivery or performance schedule, taking 
into consideration all existing business commitments. 


Next: 


Has a satisfactory record of performance, integrity, judgment, or skills. 


And finally : 


Is otherwise qualified and eligible to receive an award under applicable laws 
and regulations. 

Mr. Lirscoms. How, under this contract, did Mrs. Ross qualify ? 
She stated at the close of her testimony that this is the first contract 
that she had ever performed for the Government as an individual. 
Now, how did she qualify under your terms? 

General Wesreuaincer. Is that correct, that this is the first con- 
tract she had with the Government ? 

Captain Caras. No, sir. There are records of Wynn Enterprises 
performing in 1951, I believe. 

Mr. Liescoms. Mrs. Ross testified that this is the first contract that 
she had ever been in charge of, or in full control of, for the Govern- 
ment. Wynn Enterprises has had other contracts. 

General WerstruHa.incer. That is the point I am making. Tech- 
nically, I think she is probably right; this is the first one she has been 
involved in, but Wynn Enterprises has been involved in others. 

Mr. Liescoms. But Mr. Wynn stated that he had no interest in this 
company, or no interest in this contract. 

General WesrrnaLincer. What was the basis of qualifying this 
company / 

Captain Caras will answer that; he is the contracting officer. 


Captain Caras. First of all, I considered the representation which 
was made—— 


Mr. Liescoms. May I interrupt. 

Did he represent to you that he had no interest and no connection 
with this company ? 

Captain Caras. I am sorry: I was answering another question. 

Mr. Lipscomp. I see. 

Captain Caras. You are asking me if Mr. Wynn’s statement that 
he had no interest in Wynn Enterprises, Inc., is true ? 

Mr. Lirscoms. No—if it had any bearing on what you determined. 

General WestrHatincer. I am afraid the witness is a little bit con- 
fused here. 

What is the present question you want answered ? 

Mr. Lirscoms. I said that Mrs. Ross stated that she had never had 
control of a contract before. 

General Wesrruatincer. Can you answer that, Captain Caras? 

If you can’t answer it, Mr. Wolverton can. 

Captain Caras. The previous contracts were before my time. 

General WestrHatincer. He cannot answer it, then. 

Captain Caras. No, 
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General WesteHatineer. Mr. Wolverton will try to answer your 
question. 

Mr. Morean. Mr. Chairman, the contracting officer has the respon- 
sibility before he makes the award to check the performance record 
of the bidder, does he not, the previous performance record, under the 
Quartermaster regulation ? 

Captain Caras. Thatiscorrect. I did. 

Mr. Morean. Did you find that this company had previous con- 
tracts? 

Captain Caras. That isn’t the question. I started to answer that 
question, but Mr. Lipscomb wants to know of Mr. Wynn’s affiliation 
with Wynn Enterprises. 

Mr. Morcean. This is to the point. 

Did you find that they had had previous contracts ? 

Captain Caras. Yes, sir; five previous contracts. 

Mr. Morean. And did you also find who had performed under 
those contracts ? 

Captain Caras. It would be indicated on that card. 

Mr. Morean. Did it not indicate that the work was subcontracted 
to Southern Athletic in each instance on the previous contracts? 

Captain Caras. That may be true. 

Mr. Morcan. Well, if it is not true, will you so state? 

Captain Caras. I would have to look at the card. 

Mr. Morcan. You mean, in the past 3 months that you haven’t de- 
termined, or no one in your office has determined, who performed the 
previous contracts in the name of Wynn Enterprises? 

Captain Caras. It was considered. 

Mr. Morcan. Mr. Chairman, could we get an answer to that from 
Mr. Wolverton, or one of these people in the Philadelphia office! 

Mr. Hottrtetp. Do they have the records before them ? 

Mr. Parapis. Mr. Chairman, my name is Paradis—— 

Mr. Hortrtetp. Have you been sworn ? 

Mr. Parapts. Yes, sir. 

If I may have a minute, I will pull out the sheet that indicates the 
place of performance on the previous Wynn contracts, sir. 

Outside of this current contract to Wynn Enterprises, Wynn En- 
terprises at various times held five contracts. One was QM-14914. 
It was performed at Southern Athletic in Knoxville. 

QM-14912 was also performed at Southern Athletic in Knoxville 

QM-22216 was performed at Southern Athletic. 

QM-23493 was performed at Southern Athletic. 

And TAP-1192 was performed at Southern Athletic. 

So it would appear that the five previous contracts did utilize the 
facilities of Southern Athletic. 

Mr. Hottrretp. And what years were those contracts, please? Is 
the date there ? 

Mr. Parants. I have the year here, Mr. Chairman. 

14914 was awarded on the 13th of April 1951, as was QM-14912. 

()M-22216 was awarded on the 6th of December 1951. 

QM-23493 was awarded on the 15th of January 1952. 

And TAP-1192 was awarded on the 10th of April 1953. 

Mr. Larscoms. May I ask, were those contracts awarded to Wynn 
Enterprises as a dealer or as a manufacturer? 

Mr. Parapis. I can give you that in just a minute. 
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All of the contracts were awarded as manufacturer, except one, 
where the bidder indicated they qualified as both. 

Mr. Lirscoms. And, therefore, you awarded the contract on the 
basis that they were manufacturers, but they were permitted to sub- 
contract to the Southern Athletic Co. ? 

Mr. Parapis. I am not prepared to say at this time that it was 
legally a subcontract or whether it was just the indication of the 
facilities which they were to utilize—in other words, whether it qual- 
ified them as a manufacturer in the sense that they claimed to main- 
tain those facilities, or whether it was a formal subcontract. At this 
time I am not sure. This is information that I have been able to 
pick out from the files. 

Mr. Lirscoms. Well, how does that fit in with your regulation, 
General, that the bid must be awarded to the lowest responsible bid- 
der? Here is a company that was under new control. From what I 
understand, Mr. Wynn had resigned from the company, had no inter- 
est in the company, had no connection with the contract, Mrs. Ross had 
taken over, and she had had no previous manufacturing experience. 

General WesrrHauincer. I would say there was no really close 
relationship, practically negligible relationship, as far as our contract 
was concerned. And we were basing an award on finding what was 
available in the way of resources as of the date just prior to the award. 

Mr. Lipscoms. Well, isn’t it the responsibility of someone to find 
out if manufacturers do have the financial capabilities? 

General WesTPHALINGER. Yes, sir, the contracting officer must as- 
sure himself through the preaward surveys in the financial surveys 
that this contractor is responsible. 

Mr. Lirscoms. And at this point, now, in retrospect, you are con- 
vinced that the financial statement that was submitted was, in effect, 
the financial statement of Wynn Enterprises ? 

General WestrpHaLincer. Well, all 1 can say, Mr. Lipscomb, is what 
I have seen on the record here. And I think we introduced into the 
record yesterday that the financial survey 

Mr. Lirscoms. How could the financial survey have any bearing 
on Wynn Enterprises, when it was known that Mr. Wynn had no 
interest or connection with this company or contract? 

General WesrrHALincer. Will you answer that? 

Captain Caras. Yes, sir. 

Specifically with finances, sir, I acted based on this confidential 
letter which I made mention of yesterday. That letter was from the 
banking institution, dated October 11, 11 days after the resignation 
of Mr. Wynn. If it had no effect to that banking institution, it cer- 
tainly didn’t have any effect as far as I was concerned as to the ability 
of the bidder to acquire the necessary finances in order to perform. 
And this is further proven by the fact that he is working right now, 
the payrolls are being met, et cetera, and shipments are being made. 

Mr. Lipscoms. That is no criterion to use in the awarding of a con- 
tract; that is a proven fact after the judgment was made—your judg- 
ment happened to turn out correct. 

Captain Caras. It is a determination, a judgment which was made 
prior to the award, and which has subsequently proven to be a fact. 

Mr. Liescoms. Now, you are speaking of one contract. But how 
do you tie down these financial statements to the proven facts in all 
contracts? I mean, do you have any kind of a tight arrangement? 
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Here is a case, I will repeat, where the man had told somebody that 
he had no connection and no interest in Wynn Enterprises, and yet 
you accepted the financial statement of Mr. Wynn as a financial state- 
ment of Wynn Enterprises. 

Captain Caras. Sir, I believe the record will reflect that Mr. H. D, 
Wynn signed the bid, and by so doing as an officer of the Wynn Enter- 
prises corporation bound that particular corporation. His resigna- 
tion subsequently can result in no interest, but at that time he did 
bind that corporation, that separate entity, and I was acting accord- 
ingly. 

Mr. Lirscoms. But when a man pulls out of a company, he pulls 
out. 

Captain Caras. Yes,sir. But the $400,000 credit was still extended, 
even though he did pull out. That is what I based my financial re. 
sponsibility on, was the extension of $400,000 credit. 

Mr. Lipscoms. And you considered that personal credit 

Captain Caras. No, sir, that was the banking institution, that was 
a confidential letter from a banking institution, that was not a personal 
guaranty from any individual. 

Mr. Houirretp. Excuse me. Did you consider that a commitment 
on the part of the bank, a legal commitment, that they would furnish 
this line of credit? 

Captain Caras. Yes, sir. And furthermore, it went on to say if 
that wasn’t enough, the bank in Georgia would see to it that they got 
enough. 

Mr. Liescoms. See that Wynn Enterprises got enough? 

Captain Caras. Enough working capital, yes. And I believe the 
records will reflect that. 

Now, the first portion of that survey, where it states his personal 
wealth, that, as far as I was concerned, was irrelevant. But the other 
two factors were relevant, and my decision was made on those two 
other factors. 

Mr. Lrescoms. What is the policy regarding bids that are submitted 
not properly filled out? There were certain specifications left blank 
in this particular contract. What would be the policy of the Depart- 
ment in all cases of this kind? 

General WesteHaLincer. Well, it depends on whether they are 
substantial ommissions. If they are minor irregularities, the bidder 
is given a chance to make correction promptly. 

Mr. Lirscoms. Are there places on the original bid for the person 
to fill out whether he is a dealer in or the manufacturer of a specific 
item ? 

General WestpHALINGER. Yes, there is, yes, sir. 

Mr. Lrscoms. Is there a place on the bid for them to list their 
facilities and their financial capabilities, and the rest? 

Captain Caras. Performance, specific facilities, and a place for 
performance. 

Mr. Liescoms. These were all left off of the bid of Wynn Enter- 

rises # 

Captain Caras. The representation was not made. First of all, if 
these items are not filled in, we have got to consider, does it affect the 
price factor? If it does, there is no way in the world that we may 
allow him to rectify an error, if it affects price factors. These par- 
ticular irregularities we considered to be minor irregularities, and we 
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offer the bidder the opportunity to rectify them, because they do not 
affect the price factor. 

Now, by remaining silent in his representation, I consider that to 
be a minor irregularity, and I offer the bidder the opportunity to make 
rectification. And I believe you will find that that is in accordance 
with the laws and regulations which I am governed by. 

Now, as a place of performance, specifically in this particular bid, 
place of performance was the Appalachian Mills Building, Knoxville, 
or Etowah, Tenn., and I had to pin that down to see, because I had a 
survey subsequently. And that, too, is a minor irregularity. I wanted 
to find out where this building is, is it in Etowah or Knoxville, and 
what is the address. I can’t send a man running all over Tennessee 
looking for the facilities. 

Mr. Lirescoms. In this contract, what items were left off in the orig- 
inal bid submitted by Wynn Enterprises ? 

Captain Caras. Those are two. ‘There may have been others which 
may have been subsequently rectified. 

Mr. Lirscoms. Which one of those was corrected before the pre- 
award survey, the first one? 

Captain Caras. Before the preaward survey? The place of per- 
formance. 

Mr. Liescoms. Did they tell you before you decided to make the 
preaward survey whether they were a <ien dealer or a manufac- 
turer £ 

Captain Caras. No; I subsequently asked for that. It wouldn’t 
have been pertinent unless I was to make a rejection or consider them 
for an award. 

Mr. Liescoms. You mean the bidder is not required under your 
regulations to have a completely valid bid before you determine 
whether you are going to make a preaward survey ? 

Captain Caras. The bid is valid, sir; it is just that there are minor 
irregularities in it. 

r. Lrpscoms. Where do you get that determination? Shouldn’t 
a bid be completely filled out before you go to the expense, time, and 
effort to determine the factors involved in the bid? 

Captain Caras. It should be. But it is the usual course of business 
wherein bidders omit certain items. And if those particular items 
become relevant, I will ask for rectification. If it is not relevant, why 
should I spend the Government’s expense and so forth, and adminis- 
trative time and so forth, to make rectification of a bid which I know 
will not be considered ? 

Mr. Lirscoms. Why doesn’t it work the other way? Supposing 
you take the time and effort and at Government expense make a pre- 
sward survey on a bid that isn’t valid, and they don’t have the equip- 
ment ¢ 

Captain Caras. As I said before, sir, the bid is valid. 

Mr. Lirscoms. The bid is valid even though it is not completely 
filled out ? 

Captain Caras. Yes, sir. 

Mr. Lirscoms. Now, in this case you made a preaward survey even 
before you had the knowledge of whether they would have equipment 
or personnel or anything else. Now, when did they submit the in- 
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formation that they had made a lease, got the building, got the loft, 
got the equipment, and had the employees? 

Captain Caras. On November 6, prior to the award, sir. 

Mr. Liescoms. Prior to the award ? 

Captain Caras. Yes. 

Mr. Lirscoms. But they made it during a second survey ? 

Captain Caras. Yes, sir. I have got to satisfy myself—I am not 
trying to satisfy him, [ have got to satisfy myself in making the de- 
termination. If I want to take 3 or 4 looks at it I believe I have that 
right. 

Mr. Larscoms. Well, that may be so. 

Captain Caras. In other words, I have got to get all these facts to- 
gether and bring them into focus, in order to determine a course of 
action. And if I don’t have enough information, well, I will go out 
and seek more information. 

Mr. Lirscoms. What I am trying to clarify in my mind is why, 
every time a firm wants to bid on a Government contract, and submits 
a low bid or even if it has just an indication that it is low bidder, it 
can’t go out and get all of those facilities ready that you want, and 
be ready by the time you finish your first or second preaward survey ? 

And as has been pointed out in these hearings, any time a Govern- 
ment contract comes along, people can usually get the finances if they 
have a guaranty of a contract. 

Captain Caras. I believe that you will find that statement to be in- 
correct. 

Mr. Lirscompr. I didn’t make it; it was made in a committee hearing. 

Captain Caras. I have had people where they would contact a basil 
It all depends on what your name is, and what your collateral is. And 
they consider other factors also, just like we try to bring all these 
factors in focus. 

Mr. Liescoms. I would like to get a definite statement of the policy 
of the Department of Defense as to whether or not a bid should be 
properly filled out before action is taken on that bid by a contracting 
officer. 

General WestpHatincer. Mr. Lipscomb, that is very clearly estab- 
lished. We are directed by the Comptroller General to make excep- 
tions to minor matters not filled in on the form. 

This is the Army procurement procedure: 

A bidder failing to furnish (1) information regarding his aggregate number of 
employees, (2) his status as a source of supply as defined by ASPER and APP, 
or (3) the place of manufacture of these supplies being purchased, will be per- 
mitted to make such representations after the bid opening but prior to award. 

Now, we have attempted on occasion in the past to reject as non- 
responsive bids that are submitted with certain information lacking. 
And the Comptroller General has held that we shouldn’t have done 
that; that we should have gone out and gotten the necessary informa- 
tion to make it responsive. 

Now, this again in general is minor matters. 

Mr. Liescoms. I understand that. Now, do you make a preaward 
survey before they submit the information, before they correct these 
minor omissions? Do you make the preaward survey before they 
correct that or afterwards? 

General WestpmaLincer. Again it depends on what the omissions 
are, if they are significant—— 
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they are. 


Mr. Lirscoms. Before you make your preaward survey ? 

General WEsTPHALINGER. That is the only way we can do it. 

Mr. Liescoms. Do they submit information to you as to facilities 
before a preaward survey ? 

Mr. Hoxirtevp. Their facilities at the location. 

General WrsTPHALINGER. You are talking about the equipment in 


the plant ? 


Mr. Liescoms. The equipment is what I meant to say; yes, sir. 

General WesrpHALINGER. That is unnecessary. 

Mr. Lirscoms. Why is it? 

General WesTPHALINGER. Because we go out and check it. We do 
have to have the location of it. 

Mr. Liescoms. Does the bid ask for equipment information? 

Captain Caras. No, sir. 

General WrstPHALINGER. No, sir. 

Mr. Ho.irmeip. That information is obtained by an on-the-spot 


inspection. 


General WesteHarincer. That is correct. That is the purpose of 
the survey, to determine the capacity of the plant. 

Mr. Lirscoms. So you don’t need that before a preaward survey? 

General Wesrpuauineer. No, sir. But we do need the location. 
On this particular contract, as Captain Caras stated, there were two 

alee and he had to pinpoint it, which he did. He found 
out where this plant would be located, and then they surveyed it, but 
they did not survey it until then. 

Mr. Liescoms. And in this case the bid contained an omission as to 
whether the bidder was a dealer or manufacturer; that information 
was submitted before the preaward survey ; is that right ? 

General WestrrHatincer. It was not; no, sir; because he said it 
wasn’t relevant, and he did ask for it later. 


Mr. Lirscoms. Isn’t that necessary to have, according to law, that 


possible 


information ? 


Captain Caras. Prior to the award; yes, sir. 

Mr. Liescoms. Prior to the award ? 

General WesteHauincer. This is something we haveato have in 
there in order to qualify the man, but it is a statement that does not 
affect the price; it does not affect his capability to produce. But we 
must have it before the award. 

Mr. Liescoms. And then in this case you went down there and found 
out that they didn’t have the facilities ; they didn’t have the equipment; 
and they didn’t have the employees, on the first survey ? 

Captain Caras. Let’s put it this way; that the survey was unable 
to obtain firm commitments. As the general stated, it is not neces- 


Mr. Lirescomp. Let’s talk about the omission of facilities, the plants, 
the employees, and the financial capability. 

General WestpHALtinGerR. On facilities we have to have a statement 
of where they are. Now, that only gives the indication of the facili- 
ties; the quality and the capacity of the facilities have to be deter- 
mined by inspection. 

Mr. Liescoms. You need that information before you make your 
preaward survey ? 

General WesTrHALincer. We need the information as to where 
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sary to have the equipment in the building. The policy, “Has the 
necessary experience, organization, technical qualification, and has or 
can acquire the necessary facilities”—“has or can acquire.” 

So in that respect, even though the building may be empty, the 
survey will endeavor to obtain a commitment from a supplier to make 
these particular facilities available to the bidder within the time 
stipulated in order to conform with the terms and conditions of the 
invitation to bid. 

Mr. Hottrtetp. Now, I am interested in exploring this “has or can 
acquire,” in your regulations. In this instance we know they did not 
have it. What steps do you take when your survey officer goes to 
this location that has been given? What steps does he take to find out 
if they can acquire machinery ? 

Does he request the bidder to show him some evidence in the way 
of a commitment from a machine supplier, or something in the way 
of a letter from a plant owner who has this material that they will 
lease this tothem? What is the nature of it? 

Captain Caras. Yes, sir. He will endeavor to obtain a firm com- 
mitment from a source of machinery, and so forth. 

Mr. Houtrtexp. If I am a bidder, then, and can show your office that 
I have a letter from the Singer Sewing Machine Co. that they will 
furnish me a certain list of equipment to do this job by a certain date; 
that would be considered as evidence that they can acquire it? 

Captain Caras. I would consider that to be so, yes, sir. 

Mr. Hourrretp. Now, if the bidder in this instance, which was the 
Wynn Enterprises, has a letter or a lease form from the Southern 
Athletic Co. in which they also will supply the employees and the 
equipment, would that be considered a qualification ? 

Captain Caras. That would be so considered, yes, sir. 

In this particular respect I would like to point out that it is very 
common in the trade for, say, the A company, if they have idle 
machinery, to lease it to C company, and C company lease it back to 
B company whenever they are idle. The industry is very cyclical in 
nature, and the overhead goes on, and you have got to pay for it. 

And if you don’t have any work, well, there is other means of obtain- 
ing income, such as leasing your machinery, leasing your facilities, 
and in some cases actually taking them physically out of the plant 
and transferring them to the other facility, or to the person who is 
to lease this equipment. 

Now, in my brief experience in industry I have found that to be 
true. 

Mr. Hoxirtetp. I have also had personal experience of finding that 
to be true in the clothing manufacturing business. 

The point, then, it seems to me, is that any person that can prove 
to the supplaer of machinery his financial capability can obtain as a 
rule machinery in this industry, and loft facilities. Then it would 
seem to me, having passed that point, the next consideration would be 
the competence of this bidder. And that could only be judged as a 
rule by the background of experience that you have had with them, 
or with the lessee. 

Captain Caras. Sir, I would place competence on key people and 
the labor market down there. And if it is a unionized shop, in some 
instances I will contact the union. If it is not, I will contact the State 
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employment office, to determine the ee of skill of the women which 
are to be employed, and the number of them. 

Mrs. Grirrirus. What do they rent the machines for? What per- 
centage of the purchase price of the machines is charged for rent? 

Captain Caras. Mrs. Griffiths, I wouldn’t know, I am sorry. 

Mrs. GrirrirHs. You have never checked it? 

Captain Caras. No, ma’am. 

Mrs. Grirritns. They charge a profit markup, don’t they, on the 
rent, whatever they are charging off as rent for machine, they also 
get a percentage of that for profit, and additional percentage for 
profit on their bids? 

Captain Caras. I wouldn’t know, ma’am. We have a factory there, 
we own the machines in Philadelphia. 

Mrs. GrirrirHs. You own the machines? 

Captain Caras. The Government owns the machines. 

Mrs. Grirrirus. And do you put them out to the concerns that are 
making the equipment ? 

Captain Caras. No, ma’am. 

Mr. Hotrrexp. I think the trade practice, as I understand it, in 
regard to the rental of machinery, is to charge what the market will 
bear at the time. If there is a great surplusage of machines, you can 
get them cheap. And if there is a scarcity of machines, the owner 
drives a hard bargain. And it is a very fluid situation. And these 
people that are in the trade are pretty sharp in their knowledge of 
what is going on in the industry. And they’re quite capable of know- 
ing whether to charge $4 a month for a stitching machine or $15. It 
is a kind of fluid situation, I know, that goes up and down with the 
amount of contracts that are in the market. 

Mrs. Grirrirus. Then in this particular bid, you didn’t know what 
part of it was charged up to renting machinery ? 

Captain Caras. Specifically with this bid, Mrs. Griffiths, on the 
second survey the machinery was located in the facility, disassem- 
bled, but there-—— 

Mrs. Grirrirus. But they were evidently renting it? or did you 
know whether they were renting it or buying it ? 

Captain Caras. Whatever their source, all I knew was that the 
machinery was there. 

Mr. Lipscoms. I would like to ask if the procedures that were 
gone through in this contract, the Wynn Enterprises contract, are 
usual, or is this an unusual case ? 

General Westruattncer. I would say they were usual—maybe we 
were slow in certain instances, but I would say we followed all the 
regulations here. 

Mr. Lipscoms. I mean, is it usual for a bid to come in where you 
have to do so much work on it ? 

General WesrpHatinerr. Yes, sir, definitely. And I might add, 
trying to reject a low bidder is one of the hardest things we have 
to do. 


Mr. Lirscoms. Do you have any idea how much the Government 
has spent in manhours, inspections and the rest, on this contract, in 
developing the information? 

General WesTPpHALINGER. Just a minute. We have got some aver- 
age figures, we can give you that. [Pause.] 

May we submit that for the record? (See exhibit 8, p. 422. 
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Mr. Hottrmxp. Yes, if you don’t have it there. 

General WestrHALINGER. We have some figures here, but I don’t 
think they are responsive to what you are asking. 

Mr. Lirscoms. I know that you have a tremendous job to do in 
this field, because all indications are that way. But here you have a 
trouser that. you want to get for $3.35. And from all indications, 
the Government is spending many hundreds of dollars in developing 
procedures and policies in order to get down to the lowest bidder. 
And the other day we heard from the Marine Corps about buying 
baseball uniforms for $3.75 apiece, and they had volumes of papers 
on one contract. It looked to me as though the baseball uniforms 
cost less than the work the Government had to do making the con- 
tract. 

General Wesrrnatincer. Mr. Lipscomb, I am grieved that in 
many instances this was the case, and I would yell hallelujah if you 
could do anything about it. Iam all for you 

Mr. Lirscoms. Do you have any recommendations? Is it because 
you have to select the lowest bidder? And I am not going to say 
“responsible bidder,” because there is some doubt in my a in this 
case. 

General WesrrHatincer. Mr. Lipscomb, the procurement law as 
it now stands allows us to negotiate up to $2,500. We have a total 
of about 1,600,000 procurement actions a year. And unfortunately 
the number is increasing, because we are doing it in smaller lots. 
Of that 1,600,000, about 1,400,000 are negotiated procurements and 
average $125 apiece. Obviously we don’t advertise for those, because 
that eliminates most of the redtape. 

Now, on the remaining numbers, we do negotiate in some of the 
large contracts. But we are under direction by law, the old Public 
Law 435, the Procurement Act of 1945, that advertising is a pre- 
ferred method, and we must follow that. And we do endeavor to 
advertise wherever possible. This industry lends itself to adver- 
tising. 

Now, there are several things that can be done. You asked me for 
some recommendations. One is to raise the amount that we are 
allowed to negotiate. We asked for $5,000 instead of $2,500. Now, 
that will only raise it a small percentage. We did get relief from a 
thousand to $2,500 on the basis that costs have gone up. And the law 
as written in 1947 now should be revalued at $2,500. We think it 
ought to go up a little higher to $5,000. That would eliminate some 
of the redtape which you are talking about, and which I deplore as 
much as you do. 

There is another thing we would like to do to get some stability in 
this. We are embarking on a program right now to require a bail- 
ment procedure. In this cut-make-and-trim industry, the Govern- 
ment furnishes a lot of material, and these prices that you have heard 
are the cost of making the garments. The cloth, in many instances— 
in most instances, I should say—is furnished by the Government. And 
we have a lot of redtape involved in that. When you issue that, we 
have to keep it on memorandum receipt, and that is a difficult job. 
Under the single management arrangement here in textiles, General 
Anderson has initiated the procedure of using bailment 

Mr. Houirrerp. Will you explain that ? 
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General WestrpHatincer. Yes. A bailment procedure is that the 
contractor, the successful contractor, when he is awarded the contract, 
may draw from one of our depots the cloth. But he has to put a de- 

osit for that amount of money. Now, when he comes up with a 
Enished garment, he then gets a refund for the value of the cloth in 
that. Any cloth that is left over, he returns to the Government and 
gets a refund on it. It has many advantages. It is going to cut out 
a lot of personnel and a lot of administrative work. It places the 
responsibility on the contractor for taking care of the cloth. It also 
makes bidding valuation simpler. It encourages him to save the cloth, 
because he gets a refund on it, he is paid for it. This isn’t something 
for nothing, he is paid for it, he gets a refund. And above all else, 
when we have a defaulted contractor who has taken all this material 
and cut it up into small pieces to assemble, it eliminates all this mess 
that we have to handle of all these pieces cut up in a defunct com- 
pany, and then we have to take it up to our plant in Philadelphia and 
try to put it together. 

Now, this is the biggest move I know of in the 21% years I have been 
in on this procurement job. 

Mr. Ho.trrevp. But, carrying through on that, does that not re- 
quire the bidder to be pretty well financed to put up, let us say, on a 
$800,000 contract, the cloth and findings might run, let us say, 25 
or 30 percent, the labor running 75 

General WrestrPHALiInGceER. He can buy it in small lots, depending on 
how much he has to have. Yes; he has to have funds to finance that. 
But that puts some stability into the thing. 

Mr. Houtrtevp. I agree with you that it would, but it seems to me 
that one point you haven’t brought out yet—maybe you are intending 
to bring 1t out—in what you think should be done, is the setting up of 
criteria which would require properly submitted bids on the penalty 
of throwing them out. And when I say “properly submitted bids,” [ 
mean a bid that would say at the time that they bid, “Our facilities are 
such and such, they are located at such and such a place, here is a proof 
of our financial capability”—that sort of thing—in other words, you 
might not have to shuffle papers and go back and make additional sur- 
veys and things like that. ,' 

It seems to me that this first bid that was sent in was a completely 
irresponsible bid, and you so found it, of course. But why should you 
have the trouble of that type of a bid to contend with ? 

General WrESTPHALINGER. Well, of course, Mr. Chairman, when it 
is irresponible in a substantive manner, we do reject it as nonrespon- 
sive. Butif we are going to reject every bid for a minor 

Mr. Hotirrevp. I am not talking about a minor thing 

General WestrpHatinceR. If we do—— 

Mr. Houirrevp. But this bid would have many things in it, it seems 
to me, this original bid of Wynn Enterprises—they failed to put in 
the number of employees, as I understand it, they have failed to prove 
any financial capability—is that not true? 

General WesrrHatincer. That is true. 

Mr. Hotirtetp. That wasn’t minor, was it? 

General WesTpHALINGER. Well, we consider it a minor irregularity. 
Now, we don’t think we would be supported by the Comptroller Gen- 
eral in throwing this case out for that deficiency. 

Mr. Ho ttrtetp. Is that so? 
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General WesrpHatincer. That is so. 

Mr. Hotirrevp. This is something we are going to have to get some 
testimony on from the Comptroller General. 

General WesTrHaLincer. We just can’t throw bids out willy-nilly. 

Mr. Houirrerp. If I was a businessman receiving that type of 
bid, I would throw it out as being not responsive. 

General WestPHALINGER. We would like to do the same thing, but 
we can’t do it, Mr. Chairman. 

Mr. Howtrrerp. You can’t do it. It seems to me that your regula- 
tions could set up the criteria by which a bid could be considered. 

General WresTPHALINGER. We try to do that, and then we have to 
make exceptions. 

Mr. Hotirterp. You could eliminate a lot of these—we asked a ques- 
tion of General Anderson—and I think this might be a good point for 
Mr. Wolverton to bring in the document which you have informed us 
privately that you have now issued to supplement the verbal directive 
that General Anderson issued. 

Mr. Wotverron. That is on the minimum option period, I believe, 
that the Chairman is referring to. 

Mr. Hotrrrevp. Yes. 

Mr. Wotverton. I will now present to the committee the following 
requested papers: 

First, legal memorandum, dated March 12, 1957, in which the 
opinion is rendered that a minimum option period is in accordance 
with the law and regulations; secondly, telegraphic authority from 
the Office of the Quartermaster General to the Executive Director, 
Military Clothing and Textile Supply Agency, authorizing the use of 
a required minimum option period; and, thirdly, directive issued by 
Captain Paul Blue, Chief, Procurement Management Office, for the 
Chief of the Purchasing Division of the Military Clothing and Tex- 
tile Supply Agency, directing that such required minimum option 
period henceforth be used and inserted in our invitations to bid. 

Mr. Hottrtetp. Now, we will accept those at this time, and they will 
be printed in the record in full at this place. 

(The documents referred to are as follows :) 


[Comment No. 1] 
FEBRUARY 13, 1957, 
To: Mr. Harry D. Shargel, Special Assistant. 
Subject: Request for opinion. 


Request your opinion relative to the legality of a minimum option period on 
our bids. 


DONNELL K. WOLVERTON, General Counsel. 


[Comment No. 2] 
Marcn 12, 1957. 
To: Donnell K. Wolverton, General Counsel. 
From: Harry D. Shargel, Special Assistant. 
Subject: Request for opinion. 


1. While QMCPI 2-801c prohibits the insertion of a minimum option period 
in the bid, the undersigned can find no law that prohibits the inclusion of such 
minimum option period. 

2. The only Comptroller General decision that the undersigned could find was 
15 Comptroller General 553. In this case, involving a construction contract, 
the bidder allowed 15 days for acceptance of the bid instead of 60 days stipu- 
lated by the invitation; limited the time in which notice to proceed is to be 
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given to 15 days after acceptance ; and conditioned its completion on “inclimate 
weather.” After enunciating the following general principles: 

“Contracting officers are not required or authorized to reject the low bid 
because of immaterial qualifications which do not prejudice the rights of the 
United States or change the basis from that upon which other bids have been 
submitted, but where the modifications are such that further orderly procedure 
is uncertain or impossible, the low bid should be rejected.” 


the Comptroller General held that since award could be made within 15 days 
the first condition was immaterial but that the last 2 conditions were each, 
individually, fatal. The discussion of the second reason is pertinent. “Formal 
contract and performance bonds must be executed before the order to proceed 
may be issued. It may be found impracticable, or even impossible to issue the 
order to proceed within the time fixed by the bidder and the United States 
would be forced to readvertise the work with the consequent delay and expense 
incident thereto with possible controversy with the low bidder in the first 
instance whose bid had been accepted.” 

8. It is the opinion of the undersigned that if the minimum option time set 
forth in the invitation represents a true minimum period required by the 
Government to evaluate bids, the establishment of such time in the invitation 
and rejection of bids failing to comply therewith would be justified, if bidders 
are clearly advised that awards cannot be made before that time. A bidder, 
who, with full knowledge that his bid cannot be accepted before a minimum 
time, allows less than the minimum time, has refused to unconditionally bind 
himself to his bid; has put himself in a preferred position prejudicial to the 
other bidders, and has made orderly procedure impossible. 


Harry D. SHARGEL, Special Assistant. 


BT1444EUB417 

PP RUETPD 

DE RUEPOG 79A 

P282152Z MAR 57 

From: QMG WASHDC 

To: EXECDIR MILCLOANDTEXTILESUPAGENCY PHILAQMDEP PHILA 
DA GRNC 

BT 

From: QMGPI-P 001 LINTNER 


Reference fonecon 28 Mar 57 Col. Baker—Col Tribe regarding desire of your 
Agency to establish minimum option time for acceptance of bids. 

Authgr to use reasonable minimum option as a cond of responsiveness of bid 
if the minimum option time is set forth in I/B and, based on experience, rep a 
true and minimum pd required by the Govt to evaluate bids, and if bidders are 
clearly advised that awards cannot be made before that time. The deviation from 
provisions of QMCPI 2-301C is appl only to clothing items. 


BT 
CFN 28 57 2-301C 


28/2235Z 


MILITARY CLOTHING AND TEXTILE SUPPLY AGENCY, 
PHILADELPHIA QUARTERMASTER Depot, UNITED States ARMY, 
Philadelphia, Pa., April 3, 1957. 

Purchasing Division 
Memo No. 52 
Subject : Option time—clothing items. 

1. References: 

(a) TWX QMGPI-P 001 Lintner, March 28, 1957. 

(b) PQMD procedure HC-2. 

(c¢) PQMD procedure HD-2. 

2. Scope: This memorandum is applicable only to clothing items. 

3. Procedure: Effective immediately, the following action will be taken: 

Contracting officers, clothing branch: 

1. Based on experience, determine a true and reasonable minimum period 
required by the Government to evaluate bids/proposals. 
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2. When requesting preparation of IB’s/RFP’s, indicate actual acceptance 
time in block entitled “Acceptance time,” on MCTSA Form 5. Disregard 
the phrase “if less than 60 days” in “acceptance time’ block on the form. 

Documents unit: 


8. Types the following clause on the caution notice to bidder, MCTSA 
Form 8: 


“Option time. It has been determined that (insert the number of 
days shown on MCTSA form 5) days will be required by this Agency to per- 
form adequate bid evaluation. Bidders are warned that the insertion of 
a lesser period of time for the acceptance of their bids than that specified 
in this invitation (request for proposals) will result in the rejection of an 
otherwise acceptable bid.” 

4. Places an asterisk on SF 30 or DD 746 in the space preceding the phrase 


“calendar days” and inserts at the end of the paragraph the following 
statement: 


“*Minimum option time of days (insert number of days shown in 
MCTSA Form 5) required by Government. Lesser options will render bids 
(insert ‘proposals’ if RFP) nonresponsive.” 

5. When typing DD 746, inserts “60” before “calendar days * * *,”’ which 
is in parentheses on DD 746. 

4, References 1b and 1c will be amended accordingly. 

PAUL BLUE, 
Captain, QMO, Ch Procurement Management Office 
(For the Chief, Purchasing Division). 

Distribution H. 

Mr. Hotirtetp. Now, in your judgment, what will this accomplish? 
Ts this, in your opinion, an important aid, or will it be of important 
assistance to you in the future screening of bids? 

Mr. Wotverton. I feel it would be very helpful to us, Mr. Chairman, 
in that it would prevent one individual from submitting bids in the 
name of different corporations or business entities, and after the 
opening of the bids determining whether one of his entities might 
acquire the award at a higher price than the lowest bid made by 
one of his entities. 

Mr. Horirtetp. This would close the loophole that Mrs. Griffiths 
brought out in her comments yesterday ? 

Mr. Worverron. I feel it would close the loophole permitting him 
to have a short, abbreviated option period which gives him the oppor- 
tunity to determine after the opening of the bids whether he wants 
that bid to stand or not. With this required period, that bid must 
continue to be in force until the Government has had an opportunity 
toactonit. And I think this will be very helpful. 

Mr. Hottrretp. This was issued under date of 

Mr. Wotverton. The directive was issued, sir, on April 3. 

Mr. Hoirrevp. Well, we have taken up quite a bit of your time, and 
our time, too, incidentally, and if this is going to be of any help to 
you at all, maybe it will justify some of the time that we have spent 
on it. 

Mrs. Griffiths, you wanted to look at those. 

Mrs. Grirritus. May I make a suggestion? 

When you have this bailment procedure, are you going to require 
that the bidder set aside in a special part of the breakdown of the bid 
the interest that he is going to be paying on the money with which heis 
buying the cloth? 

General WrestpHALINGER. May I call on General Anderson for that 
answer, please ? 

Mrs. Grirrirus. In the breakdown of the bid? 

General Anprerson. No, he will bid one price, which will include 
all his costs. 
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Mrs. Grirriras. And he shows you a breakdown of the bid, doesn’t 
he? 

General ANpEerson. No, we normally do not require it. 

Mrs. Grirrirus. Why not? 

General Anperson. Not on formal bidding, we do not require a cost 
breakdown. 

Mrs. Grirritus. Why don’t you? 

General Anperson. Only a negotiated—we don’t need it, normally. 


Mrs. Grirrirus. This will be a negotiated bid, if he uses the bail- 
ment procedure. 


General Anprerson. This is normal. 

Mrs. Grirrirus. How do you estimate what it should cost to make 
whatever it is? 

General ANpErson. We have past experience, and so on. 

Mrs. Grirrirus. Past price experience ? 

General AnperRsoN. Yes. 

Mrs. Grirrirus. And that is all? 


General ANnprerson. Normally that is enough. We are able in my 


factory to estimate what garments should cost, and when necessary we 
do consult the factory to do that. 


Mrs. Grirrirus. That is all. 

Mr. Houtrrerp. Mr. Morgan. 

Mr. Morcan. Captain Caras, as a contracting officer, do you usually 
solicit from the bidder the information that he has omitted as to the 
number of employees or his status as a dealer or a manufacturer 
after you have received information that a negative FCR is going 
to be submitted or has been submitted ? 

Captain Caras. FCR? 

Mr. Morgan. Facilities survey. 

Captain Caras. Yes, sir. 

Mr. Morean. You do that as a usual course of operation? 

Captain Caras. But it is not usual, it is just that 1 have now pro- 
gressed to a certain stage where I have got to satisfy another law, 
that being the Small Business Administration, he has got to make 
a representation to me, in order for me to determine by his repre- 
sentation as to whether or not he would come under the purview 
of APP 36, which deals with the small-business concerns. 

Mr. Morean. Mr. Chairman, I would like to ask General West- 
phalinger one question. 

General, you stated yesterday that you felt that there was com- 
petition here, even though you had only 2 bidders remaining on this 
invitation, because the other 7 had qualified their bids and were 
ruled out because they received awards under other invitations. Is 
that not correct? 

General WrstrpHALINGER. Let me state it this way. We invited bids 
from 178 potential suppliers, we received 9, 7 were conditioned on 
certain events taking place, or they were disqualified for certain rea- 
sons, leaving 2 bidders left. 

Mr. Morcan. You said you had two bidders left. Is it not a fact 
that these two bidders were the low bidder and the high bidder 
respectively ? 

General WestrHatincer. That is correct. 
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Mr. Morean. And is it not a fact that the high bidder bid on only 
a quantity of 100,000 as compared to the 249,000 that you were seeking 
to procure ? 

Captain Caras. I believe that to be correct, sir. 

Mr. Morean. Captain Caras, getting back to the preaward surveys 
that we were discussing yesterday, the first survey was negative 
because of lack of information on a number of points, among those 
being personnel and equipment. Now the second survey that was 
made, which recommended an award, qualified that recommendation 
by item No. 2, which stated— 
that Mrs. R. T. Ross, president, Wynn Enterprises, furnish sufficient proof of 
intentions to employ the necessary personnel and submit commitments for the 
leasing of the buildings and equipment. 

Now do you feel—did you receive sufficient proof that this was to be 
complied with? 

Captain Caras. I did. I believe that we discussed that matter 
yesterday in a letter dated November 6, which was hand carried to 
me by Mrs. Ross, I believe that made that representation to me, accom- 
panied with a copy of the lease, so that in my mind I was satisfied 
with these deficiencies. 

Mr. Morean. Now, you had in your possession at that time a memo 
from the purchasing agent, Mr. Maher, which stated that they would 
have to use trainees, since that was the type of employees presently 
being used by Southern Athletic and Southern Aviation, I believe; 
is that not correct ? 

Captain Caras. My actions made with respect to this particular 
item were based on a disposition form dated November 6. Now, the 
survey that you are looking at, Mr. Morgan, I evidently must have 
received after the award. However, I may act on a telephonic report 
from the Atlanta depot, which I did in this particular respect. And 
on November 6, 1956, the survey told me that the local Department 
of Labor or office advised trained and untrained labor was available 
in the area. 

Mr. Morean. But it didn’t say the quantity of each, though, did it ? 

Captain Caras. It may be a conclusion. 

Mr. Morcan. Well, it says merely “trained and untrained labor,” not 
specifying any definite number of personnel or people that would be 
available. Now, you received a letter from Mrs. Ross on October 
26, and then again the letter that she hand carried to you on November 
6, in which she made certain representations that she had Tr 
and personnel, and that she was ready to go the following week, i 
that not correct? 

Captain Caras. I believe that to be true; yes, sir. 

Mr. Morcan. Now, what was the total quantity of employees that 
were stated to be necessary by the individual that made the preaward 
survey under part 3-B, “Personnel”? 

Captain Caras. 281. 

Mr. Morean. Isthat the total, or isthat just for operators ? 

Captain Caras. That is operators. 

Mr. Morean. And what was the quantity for indirect ? 

Captain Caras. 281 operators, 60 indirect, 6 cutting, 3 shipping, 
and 4 supervisors. 

Mr. Morean. That would be a total of 354; would it not? 

Captain Caras. I believe that would be correct. 
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Mr. Morcan. And did you take that representation of Mrs. Ross 
that she would have this number of employees ready to produce on 
this item, if she received the award ? ; 

Captain Caras. That is a peculiarity of the trade again. You can’t 
have these 300 people as soon as you get the award, just blow the 
whistle, and have them all come in to the door. There are certain 
stages which, as progress develops, people are added. 

Now, the first item would be to receive the cloth, order your com- 
ponents, and so forth, and start your cutting. And after you get 
your cutting, maybe start sewing pocket flaps, and after you get your 
pocket flaps, maybe the next thing would be to stamp on the mark- 
ings, and so on and so forth. ' 

It takes time to progress; you just can’t have 300 people just come 
in right after you make the award and put them on the payroll, it is 
poor business. 

Mr. Moraan. Well, would you require the majority of those people 
by the time you were to have delivered, say, 20,000 items? 

Captain Caras. Furthermore, I may add, you have got to have a 
balanced line. In other words, you can’t just have a sewing ma- 
chine—I believed what you are implying is that one sewing machine 
makes so many pants. Suchisnotthe case. You have different types 
of machines. And the first thing you have got to do is set up a bal- 
anced line, and from that another balanced line, and from that another 
balanced line. 

You have got to work in units, you just can’t work by machines. 

Mr. Morean. But you didn’t answer my question as to whether or 
not it would require a majority of these people by the time you were 
in production, and your delivery schedule called for initial deliveries 
to be made in the quantity of 20,000. 

Captain Caras. You don’t need all those to make 20,000. I believe 
the ratio, the formula—we already considered that factor, considering 
good business practices, and the recommendations made to me for the 
first month, it would only be 40 percent of the existing capacity, and 
the experience was obtained, and the additional units were added, 
and so forth, as they got to the final operations, and so forth—the 
output would increase accordingly. 

It would be a cycle. You start off low, and about 3 or 4 months 
later you expect to hit the peak, and then you start tapering off, you 
have got to taper off, which is also good business; you can’t Just have 
300 people on the payroll, and all of a sudden just blow the whistle 
and they all march off and go to the employment office, either. You 
have got to start to taper off, which is good business. 

Mr. Morcan. The reason for those questions is leading up to the 
progress reports which have been submitted to you on this contract. 
And as early as February 1, 1957, it stated that: 

The cause of delinquency, or expected delinquency was due in part to lack of 
personnel at present to meet production for the required schedule of deliveries 


on time, and a part of personnel require longer training period, due to lack of 
experience and complexity of certain sewing operations. 


Then the progress report of February 8, 1957, again stated: 


Insufficient personnel at present to meet production for the required schedule 
of deliveries on time. 
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Then the report of February 15 states also as a cause of delinquency 
or expected delinquency : 
Late getting started, and uncertain planning on the part of the management, 


lack of personnel and installed machinery at present to meet production for the 
required schedule of deliveries on time. 


And here this is underlined, apparently for emphasis, by the person 
preparing the report. 

Also, in that report of February 15 it states that at present there 
are 120 people employed in this unit, with 98 machines in operation. 
This was 3 months after the award of the contract. 

Then, on February 22, it again states: 

Lack of personnel and installed machinery at present to méec production 
for the required schedule of deliveries on time. As of this date, there are 
136 people employed in the unit, with 115 machines in operation. 

Then, on the 1st of March, at which time under your original de- 
livery schedule, as amended, it called for delivery of 20,000 units, 
this report states that you had accepted to date 4,480 pair, and the 
cause of delinquency or expected delinquency was “lack of personnel 
and installed machinery,” and that the total number of people em- 
ployed in this unit as of to date was 145. 

And then on March 8 it again states: 


Lack of machines and installed machinery as of to date, to meet produc 
tion of required schedule of deliveries on time. 


And it states that the— 
total number of people employed in this unit as of to date, 164. 

Mr. Rogack. Did you have any of this information in mind, Cap- 
tain Caras, when you wrote in a memorandum that this contract was 
progressing very nicely ? 

Captain Caras. I believe that is what I told Mr. Morgan. And 
I believe you will find that that was in January, January 17, 1 day 
after sewing operations started, which is 16 calendar days after he 
received the mater ial, the goods, the piece goods, which at that time— 
at that time he was progressing very nicely; he had started sewing; 
he had already cut, and sewing had already commenced. 

Mr. Morean. Captain Caras, you do not consider it unusual or 
bad faith on the part of the contractor if it is stated that 354 work- 
ers are needed, and as late as 4 months after the award of the con- 
tract and after the scheduled delivery dates—after the scheduled de- 
liveries were to have begun—that he then has only 164 employees, 
and still does not have installed the proper amount of equipment or 
machinery ¢ 

Captain Caras. As to whether or not it was bad faith, I couldn’t 
honestly say. All I could say is my actions leading up to that par- 
ticular time. After I was told, Mr. Morgan, that ‘the contract was 
progressing nicely back in January, and when I saw it was going to 
fall short and he was going to go delinquent, I took certain action. 

Mr. Morcan. You extended the delivery date? 

Captain Caras. I wasn’t referring to that. My action was, I was 
jockeying into a position for termination by default. And I have 
got to take certain steps—I don’t want to cut my nose off my face 
just to spite my face 

I took certain actions, preliminary actions. And at that time when 
the thing did fall delinquent, I had to make a determination as to 
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whether or not it would be to the best interests of the Government to 
ermit this particular contractor to continue performance. 

I believe the file will indicate that it was to the best interest of 
the Government—and there is evidence in the file to corroborate this 
fact—the Requirements and Distribution Division of our Agency, 
wherein they made a recommendation to me to permit performance, 
inasmuch as the item was deemed urgent, critical. So I did. 

Mr. Rogpackx. Captain Caras, did you ever receive a monetary con- 
sideration for amending a delivery date on any other contract? 

Captain Caras. Yes, sir. 

Mr. Rozack. I don’t mean in the way of any liquidated damages; 
I mean, did you negotiate a downward price? 

Captain Caras. No, sir. I don’t solicit for extension of delivery 
sabictales they have got to originate from the other side of the fence. 
Mr. Ropack. I mean, have you in your experience with this type 
of contract renegotiated the advertised price because you were will- 
ing to grant a later delivery schedule; have you ever done that on 
any other contract before this one? 

Captain Caras. Not often. 

Mr. Ropack. Have you, or haven’t you? 

Captain Caras. I did. 

Mr. Rozack. Is that a common or uncommon practice? 

Captain Caras. It all depends—there is a hairline there as to—— 

Mr. Ropack. Have you ever done it on any contract of the Wynn 
companies ? 

Captain Caras. I don’t recall any of these companies that we have 
been discussing here the last few days. 

Mr. Ropack. Can you throw any light, Captain Caras, on the con- 
sideration that a notice of award was prepared apparently under 
date of October 26? 

Captain Caras. Sir? 

Mr. Rozack. That a letter proposing notice of award was prepared 
October 26 before the second survey ? 

Captain Caras. Yes, sir. 

I should shed some light on that. I believe I explained that to Mr. 
Morgan. It is just like most other contracting officers, my secretary 
is pretty, and it stops right there. [ Laughter. | 

Mr. Rozsacx. That is not responsive to the question. [ Laughter. ] 

Captain Caras. But this particular letter, I had it typed up for the 
executive director’s signature in order—the purpose of it is to effect 
better relationship between industry and our Agency, and other 
purposes. 

On the 26th of October I made an award to another contractor. 
What I do, I have an extra copy there, and I just take that letter out, 
and I scratch the addressee off—it is a form letter—I scratch the 
addressee off, and put the applicable addressee on there, and the 
applicable contractor, review the contents to see if any of the matters 
pertinent should be changed, and then give it to the girl and say, 
“Type it up.” 

Mr. Ropack. You wouldn’t have prepared this until you antici- 
pated giving a contract, before you made a second award ? 

Captain Caras. This letter was not prepared until after the award. 
Now, that 26th of October—I believe, if you will check my files, I did 
make an award on October 26. 
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Mr. Ropack. You mean that this was erroneously credited to an- 
other award ? 

Captain Caras. Just a memorandum of record was erroneous] 
dated, because we don’t date these letters, because we don’t know when 
the Executive Director is going to sign out for them, and someone 
downstairs signed them out. But the memo for record at the bottom 
of them, which requires the date, the secretary just typed it in, just 
typed in the date I had on this particular award made on the 26th of 
October. And I believe I showed Mr. Morgan the letter with the 
applicable changes where we put Claire Wynn Ross instead of—I 
believe Mr. Ross, or 

Mr. Rosack. I would like to ask General Anderson 

Mr. Horirtecp. Mr. Morgan is shaking his head. 

Mr. Morean. I can’t recall seeing such a letter. You might have 
me confused with some other investigator, Captain. 

Captain Caras. Is that you, Mr. Eckhart? 

Mr. Ecxnart. I don’t recall it, either, Captain Caras. 

Captain Caras. Then it must have been Mr. Don O’Donnell. 

Mr. Ropack. I would like to ask General Anderson, when he sent 
out a letter to Mrs. Ross which contained the statement— 

Your firm has been selected as one capable and willing to perform in accord- 


ance with the Government’s requirements. I am sure, therefore, that the con- 
tract will prove satisfactory to us, and I hope it will prove profitable to you— 








General Anderson, is that a form letter? 

General Anprerson. In that case, it was. 

Mr. Ronack. You had nothing to base it on, except the fact of the 
award; you didn’t know anything about the experience record; you 
didn’t know at the time as to what the status of plant and the capa- 
bility of the contractor was, except as you adduced it from the fact of 
the award? 

General Anperson. When the Chief of my Purchasing Division 
O. K.’s such a letter for me, I take his word for what is in that letter. 

Mr. Rosack. Do you think, in the light of the testimony, that this 
firm was carefully selected ? 

General Anverson. I do. 

Mr. Hottrretp. Will you gentlemen of the Defense Department 
stand by? You don’t need to move from your seats, I don’t believe. 
We have a gentleman here from New York whom we promised to put 
on between 11 and 12, and we would like to take some brief testimony 
from him. 

Mr. Harry Cobrin, will you take this chair over here, please ? 

Mr. Cobrin is listed as executive secretary, Clothing Manufac- 
turers Association of the United States of America, address 220 Fifth 
Avenue, New York. 

Mr. Cobrin, we are swearing in the witnesses in this investigation. 
Will you be sworn ? 

Do you swear that the testimony you are about to give before this 
committee will be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

Mr. Coprrn. I do. 

Mr. Houtrrerp. Thank you very much. 
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TESTIMONY OF HARRY A. CORBIN, EXECUTIVE SECRETARY, 
MANUFACTURERS ASSOCIATION, UNITED STATES OF AMERICA 


Mr. Hotirrevp. Mr. Cobrin, will you please explain to the commit- 
tee what the Clothing Manufacturers Association of the United States 
is, and what your background of qualifications are on this subject? 

Mr. Cosrin. Well, the Clothing Manufacturers Association of the 
United States of America is a national association of men’s and boys’ 
tailored clothing—that is, suits, overcoats, topcoats, slacks and sport 
coats. We have approximately 800 members located in all areas of 
the United States. And we produce about 90 percent of the produc- 
tion of the country in the tailored garment field. 

As for my own background, I have been executive secretary of the 
clothing association for 17 years, that is, since March 4, 1940. That 
has been my experience, and as such I have had dealings with all 
trade activities. 

Mr. Hottrtetp. Now, Mr. Cobrin, we have been investigating pro- 
curement of military clothing, and particularly the cut-make-and- 
trim of trousers and shirts, and, I suppose you could call them, the 
lower price range of uniforms and fatigue clothes, and that sort of 
thing, by the Defense Department. We are interested in knowing 
why, with 1,300 firms listed as being in this field, bid offerings are 
only answered by 8, 9, 12, 13, or 14 contractors ¢ 

Mr. Cosrtn. Mr. Holifield, clothing 

Mr. Ho.trrecp. Can you give us some information as to how the 
trade as a whole looks upon Government contracts ? 

Mr. Corry. Mr. Holifield, first of all, as I told you, the clothing 
industry and our association produce tailored clothing, not the fatigue 
garments, and so forth, we produce the wool garments, as you know, 
having been in this industry. And therefore I can speak for tine 
wool jacket, wool trouser, suit industry, overcoat, and two-piece uni- 
forms, primarily, not the cotton garment end of the business. 

Mr. Ho.trtetp. Well, then, possibly—I wonder if your testimony 
will be of value to the committee, because this series of contracts is 
mostly in the field of cotton garments, the cheaper cotton garments. 

Mr. Corrtn. Our people do not produce cheap cotton garments, we 
do produce wool trousers. 

Mr. Hortrretp. All right. Will you give us, then, your thoughts 
- eee of the manufacturers with the Government in 
that field ? 

Mr. Cosrtn. Well, I would have to give the relationship of the Gov- 
ernment with trousers and coats as well, because our people make 
the entire suit, we don’t just make one—most of our people make the 
entire garment—and therefore it is a picture of the whole story. 

Let me explain. In 1947, 1948, after World War II, our industry 
was cooperating closely with the quartermaster in preparing data and 
statistics and surveys on the possibility of producing clothing in the 
case of an emergency. And, in fact, the Army had organized an 
industrial mobilization division for that very purpose. And I have 
correspondence with the various Army offices, and so forth, wherein we 
offered to cooperate, and they accepted it and we collected a lot of 
data. We found—incidentally, at that very time, so as to make cer- 
tain that the proper people would get the proper contracts, a quality 
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clause was included. And this quality clause said that a manufac. 
turer, in order to get a contract—and this was primarily wool clothing 
I am talking about—had to produce the same or similar garments 
for at least a year prior to getting a Government contract. 

When the Korean incident started, we found that all of the data 
collected by the industrial mobilization division had been practically 
thrown out of the window, it wasn’t used. The quality clause was 
entirely disregarded, and contracts were going to people who could 
not, in our opinion, conform to the quality clause, because they were 
either financially irresponsible as such, or else didn’t know; had never 
made similar garments of that sort. 

Now, to make properly tailored clothing—I mean, the Army offi- 
cer’s jacket, or the private’s jacket—you have to have tailors, you 
have to know your business, and you have to be able to produce a good 
garment, the same way to produce a good pair of trousers. Naturally, 
it is experienced labor, and you have to pay them a fairly good wage. 
We found the contract was going all over the lot, going to low-priced 
Jabor, people who had never made the garments before. We protested, 
and as a result, we found that our protests were disregarded, and be- 
cause of that our people said, “We just can’t bid, we have a different 
type of labor, we make a different type of garment, we can’t com- 
pete.” 

And so the responsible manufacturer found that he couldn’t com- 
pete, because there were irresponsible contractors taking contracts who 
were not financially responsible, and, secondly, contractors who knew 
little or nothing about the quality—or had never made same or similar 
garments before. 

And that situation has been getting—I wouldn’t say steadily worse, 
but has been on the same plateau over the years. 

As a result, our industry simply stepped out of the picture. They 
couldn’t compete, not merely in price, but they just couldn’t make the 
type of garment that these people made, we made a better garment. 
As a result, we have been out of it. 

But you can get them back. It is possible to get back the clothing 
industry into the picture, if you conform, I mean that the quarter- 
master conforms more or less to industry practice, and cooperates with 
the industry in a great many respects, so that the manufacturer can 
take a Government contract. 

For example—I have studied this thing pretty carefully—there 
are some recommendations I will suggest that I think would help the 
situation considerably. I am talking not merely of trousers, I am 
talking of wool jackets, which are a very important item. 

These recommendations are: 

1. That the specifications be revised so that the operations will con- 
form to actual industry practice, which enable a manufacturer to 
make military garments without very significant change in his present 
method of operations. 

In other words, if a man is making civilian garments in a certain 
way, and you give him military garments, it means the entire breakup 
of his flow of operations; he is just afraid to take on a contract that 
will disorganize him. 

Mr. Hortrreip. Does this mean that you recommend that the mili- 
tary garments be not distinctive from civilian clothing ? 
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Mr. Cosrtn. No. I simply mean that some of their operations—and 
] will just tell you now that we have been getting cooperation from the 
uartermaster on that score, and I would like to state publicly that 

neral Anderson and Mr. Kennedy, of the research department, 
have been working toward that end, where certain operations—for 
example, sewing a sleeve—conformed to civilian _practice—which 
makes no particular difference as far as, a uniform is concerned, but 
permit the manufacturer of a civilian garment to take a Government 
contract. 

Mr. MinsHatu. May I interrupt at this point? 

Mr. Coprin. Yes. 

Mr. MrnsuHatui. What other specific details on these specifications 
differ from the military; what civilian standards are different as 
compared to the military ? 

Mr. Coprin. Well, there are a number of operations, for example, 
that have been in the specifications, that were handwork which the 
industry in most recent years has been able to do by machine—that 
is, the popular-priced manufacturers by machine—and it has been 
entirely satisfactory. And I think the Quartermaster recognizes that 
fact now, and is in the process of working on specifications which 
will be more realistic in accordance with most—shall we say !—mod- 
ern or technological changes within the industry in that regard. 

Mr. Howirretp. You are not talking necessarily about shortcuts 
which reduce quality, but you are talking about machine operations 
on standard brands of merchandise like Hart, Schaffner & Marx, and 
the different-branded lines which are used in garments retailing from 
75 to $100—$60, $50, $75, $100—and which do not cut down on the 
quality, but which can be done by machine rather than by hand? 

Mr. Cosrtn. That is correct. 

Mr. Mrnsuatu. The Army’s specifications call for certain features 
or parts of the program to be done by hand; is that correct? 

Mr. Cosrin. They did. They are in the process of changing it now. 
And I say, I would like to compliment once more General Anderson 
and Mr. Kennedy, of the research department, for taking these steps 
and making the entire matter realistic. 

Second point: That contracts be awarded in accordance with the 
productive facilities of clothing factories; namely, that the jacket and 
pants be contracted as a single unit whenever possible. This will 
enable manufacturers of suits, who naturally have pants factories as 
well as coat factories, to bid for uniform without a consequent possi- 
bility of layoff in the pants division of the factory—or vice versa. 

Now, I will say this: That in recent months the Army has allotted 
certain contracts for coats and pants together, and that again is part 
of the policy, the new policy, which I think is excellent. But it isn’t 
enough, because too many of the contracts that are going today are 
primarily for the jacket separately, for the pants separately, and the 
result is, if a man has a suit factory, he just can’t bid for one or the 
other; he can’t operate that way. And most of our manufacturers, 
as you know, have 2 factories, 1 for coats and 1 for pants. And both 
of them have to operate simultaneously. 

Three, it is recommended that military contracts be given to a 
manufacturer on a continuous basis, through negotiated bids and not 
through the hit-or-miss method now used; namely, the lowest bid 
price on each contract issued. No firm of standing can possibly divert 
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a portion of its regular production from civilian demand to military 
procurement for a 3- or 6-month period and then endeavor to recap. 
ture this civilian market that was lost while the manufacturer pro- 
duced military uniforms. The present method used by the Quarter. 
master Corps eliminates the possibility of recognized clothing manv- 
facturers bidding for military uniforms if their production is de- 
manded by the civilian trade. 

That is, a man who makes a good civilian product—let us say, 
makes a hundred thousand garments a year—is afraid to take a Gov- 
ernment contrct for 6 months—it used to be 3 months, and now it has 
come to be 6 months, again a more realistic attitude—he is afraid to 
take a contract for 25,000 units, because what happens after it? He 
will have to look for new customers; he will be ruining his civilian 
trade. 

Four, it is recommended that the Director of Purchases publicly 
list all approved manufacturers who may bid on military goods. This 
will give an opportunity to the committee of consultants—I will men- 
tion that later—and any other interested party to indicate to the 
Director whether or not such manufacturer is fully responsible—that 
is, what does the trade know about him, outside of, perhaps, financial 
responsibility; sometimes there is a moral responsibility, as you 
know—and it will also publicize to the entire trade the list of mant- 
facturers who are able to produce the required military garments, 
Such a public list will prevent the past and current practice of 
irresponsible firms receiving military contracts, and companies un- 
known to the industry receiving such contracts without the proper 
investigation. That is, if a man gets a contract now, sometimes 
nobody ever heard of him, but this way it couldn’t happen. There 
is no reason why the Purchasing Director of Military Procurement 
may not compile and publicize a list of approved manufacturers. 

Incidentally, there was such a list for Army officers’ uniforms during 
World War II, and it was excellent. People knew that this man could 
make a better uniform than the other, and in that way the standard 
of officers’ uniforms, for example, was kept at a very high level. 

Five, that a committee of consultants be appointed by the Director 
of Purchases and that such a committee meet regularly with the 


Director on the matter of specifications, responsibility of bidders, and | 


similar problems. 

These men would be technicians who could discuss specifications, 
the most practical way of doing things, so that people would bid. 

It is recommended that this committee meet at least quarterly for 
discussion of general problems that may confront military procure 
ment. 

Six, it is suggested that outside arbitrators be appointed in instances 
wherein there is a dispute between manufacturer and procurement 
officers, or their inspectors. 

There may be an honest difference of opinion as to quality, because, 
after all, it isa quality type of garment. 

A number of instances have arisen wherein overzealous inspectors 
have created extreme problems for manufacturers, and it is necessary 
that such controversy be adjudicated by a proper person outside of 
the industry and Military Establishment. 

In other words, we have that today in our industry with mills and 
others going to the American Arbitration Association if there is 4 
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problem. At present a manufacturer takes a contract, and if he 
disagrees on quality with the inspector, the inspector goes to the 
procurement officer and the manufacturer is just lost. 

The manufacturer may appeal, but by the time he appeals—he has 
to work right through, and he can get lost and lose a fortune. 

Mr. Horirtevp. In other words, the point you are making there is 
that there is an arbitrary power on the part of the inspector to either 
act benevolently or act punitively in relation to the problem. 

Mr. Coprin. It always is a matter of opinion. 

Mr. Ho.trrevp. And there is no rapid method of arbitration now 
set up ? 

Mr. Coprtn. Exactly. It will go to the procurement officer who, 
of course, tries to be as fair as possible. But he isn’t a technician, he 
simply has to hear the evidence of his inspector, and usually 

Mr. Hortrretp. He may have just been assigned from a field duty 
to that particular job? 

Mr. Deena Yes, sir, he may have been assigned from petroleum 
or another division of the QMC and have charge of clothing. 

7. That the Secretary of Defense appoint an Assistant Secre- 
tary of Defense who should be a civilian and who shall have com- 

lete charge of Philadelphia Quartermaster Procurement Depot. 
Such a man should have wide experience in the purchase of cloth- 
ing and he shall have a civilian staff to do the actual buying. The 
average military officer in the Quartermaster Corps is extremely 
capable in administrative capacity, but is naturally not fully experi- 
enced in the purchase of clothing, nor can he possibly have the de- 
tailed knowledge that is required. The buying of clothing is pri- 
marily a civilian job and should be put in the hands of civilians who 
know their business intimately. 

Those are the recommendations. 

(The recommendations submitted by Mr. Cobrin are as follows:) 





CLOTHING MANUFACTURERS ASSOCIATION 
OF THE UNITED STATES OF AMERICA, 
New York, N. Y., April 10, 1957. 
Mr. Harry A. CosRIN, 
Berecutive Secretary, Clothing Manufacturers Association of the United 
States of America: 


RECOMMENDATIONS: IN RBEGARD TO IMPROVING THE PRESENT PROCUREMENT 
PROGRAM 


1. That the specifications be revised so that the operations will conform to 
actual industry practice, which will enable a manufacturer to make military 
garments without a significant change in his present method of operations. The 
specifications currently are burdened with extraordinary details, and it is sug- 
gested that the manufacturer be given leeway in producing the garment in 
accordance with normal industry practice. 

2. That the contracts be awarded in accordance with the productive facilities 
of clothing factories, namely that the jacket and pants be contracted as a single 
unit whenever possible. This will enable manufacturers of suits who naturally 
have pants factories as well as coat factories to bid for uniforms without a 
consequent possibility of layoff in the pants division of the factory. 

3. It is recommended that military contracts be given to a manufacturer on a 
continuous basis, through negotiated bids and not through the hit or miss method 
now used, namely the lowest bid price on each contract issued. No firm of 
standing can possibly divert a portion of its regular production from civilian 
demand to military procurement, for a 3- or 6-month period and then endeavor to 
recapture the civilian market that was lost while the manufacturer produced 
military uniforms. The present method used by the Quartermaster Corps elimi- 
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nates the possibility of recognized clothing manufacturers to bid for military 
uniforms if their production is in demand by the civilian trade. 

4. It is recommended that the Director of Purchases publicly list all approved 
manufacturers who may bid on military goods. This will give an opportunity to 
ithe committee and other interested parties to indicate to the Director whether or 
not such manufacturer is fully responsible, and it will also publicize to the entire 
trade the list of manufacturers who are able to produce the required military 
garments. Such a public list will prevent the past and current practice of irre. 
sponsible firms receiving military contracts, and companies unknown to the 
industry receiving such contracts without the proper investigation. There is no 
reason why the Purchasing Director of Military Procurement may not compile 
and publicize a list of approved manufacturers. 

5. That a committee of consultants be appointed by the Director of Purchases 
and that such a committee meet regularly with the Director of Purchases on 
the matter of specifications, responsibility of bidders, and similar problems. It 
is recommended that this committee meet at least quarterly for discussion of 
general problems that may confront Military Procurement. 

6. It is suggested that outside arbitrators be appointed in instances wherein 
there is a dispute between manufacturer and procurement officers, or their 
inspectors. A number of instances have arisen wherein overzealous inspectors 
have created extreme problems for manufacturers, and it is necessary that such 
controversy be adjudicated by a proper person outside of the industry and 
Military Establishment. 

7. That the Secretary of Defense appoint an Assistant Secretary of Defense 
who should be a civilian and who shall have complete charge of Philadelphia 
Quartermaster Procurement Depot. Such a man should have wide experience 
in the purchase of clothing and he shall have a civilian staff to do the actual 
buying. The average military officer in the Quartermaster Corps is extremely 
capable in administrative capacity, but is naturally not fully experienced in the 
purchase of clothing nor can he possibly have the detailed knowledge that is 
required. The buying of clothing is primarily a civilian job and should be put in 
the hands of civilians who know their business intimately. 


Mr. Houtrterp. Thank you, Mr. Cobrin, for your recommendations, 

Mr. Mrnsnaww. Mr. Cobrin, before you leave, sir, do you believe 
that if the Army revised their specific ations, as you know they are 
attempting to do with the general’s help, do you feel that some of 
these past contracts for clothing could have been done for a cheaper 
price than they have been doing them? 

Mr. Cosrrn. I don’t know whether it would have been cheaper—it 
may have been cheaper, but I will say this, that you could have had 
more people bid for them and certainly get quicker deliveries. 

Mr. Mrnswart. You would have much more competition ? 

Mr. Corprry. You certainly would. 

Mr. Mrinsnatx. And that would tend to lower the price? 

Mr. Corry. It would under normal circumstances, sure. 

Mr. Houtrrerp. Someone is making those uniforms, there are mil- 
lions of them being made, because we have quite a number of people 
in our armed services. Who is making these uniforms at the present 
time ¢ 

Mr. Coprrn. The marginal producers—by that I mean, people who 
can’t sell their goods to the civilian trade usually, people who have 
never made uniforms before, but because of business bei ing bad, or 
something of a similar line, going in and taking a shot at it—they may 
be able to fulfill the contract, they may not. 

Mr. Hortrtetp. Is there a long continuity of operation of firms, 
or is there a rapid dissolution of firms in this field and the emergence 
of new firms? 

Mr. Coprry. You mean in our field? 

Mr. Hottrrero. No, I am speaking now about this field of uniform 
production by marginal producers. 
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Mr. Coprtn. No. What has happened is that these marginal pro- 
ducers were about the only ones who bid, so they more or less get a 
continuity of production, to some extent. 

Mr. Howirretp. Then isn’t it true by that point that they develop a 
competency within their areas? 

Mr. Corrin. Well, sometimes they do, and sometimes they don’t. 

Mr. Hotirtevp. I notice these officers always look pretty well 
groomed to me. 

Mr. Coprin. The officers’ uniforms, they are not made by that type 
of contractor, they are made by specialists in uniforms. 

Mr. Hovirretp. You mean to say, then, that a lot of those are 
custom made ? 

Mr. Corrtn. More or less. 

Mr. Horirretp. Custom made, or at least made by high-quality 
producers ? 

Mr. Cosrtn. That is right. 

Mr. Hottrietp, They are not cheap, I happen to know, the material 
is very good. 

Mr. Cosrtn. They make good uniforms. 

Mr. Mrinsuauu. Are the enlisted men’s uniforms made by different 
firms ¢ 

Mr. Cosrrn. Yes, sir; you can tell that very easily. 

Mr. Houirietp. What importance is there attached to the low- 
wage areas in the obtaining of these contracts? 

Mr. Coprtn. We have trained our people to make good garments, 
to be experienced. And we pay high labor costs, because we want 
good workers. Therefore our garments are well made. Now it is 
possible to open up a factory, perhaps, and to try to make the gar- 
ments with low labor, but then you get low quality, very often, because 
we pay high wages because we want good quality. Tailoring is a 
skilled job. You men who wear suits, all of you know that your 
suit lasts a long time, because we make a good garment. 

Mr. Houtrrerp. Now can you state that nonunion labor, so-called 
scab labor, apprentice labor, is used on a lot of these Government 
contracts ¢ 

Mr. Coprrn. It is being used particularly on trousers; and coats, 
where most of the contracts have been going up North, they have been 
going to the people who can’t or do not sell to merchants civilian 
garments. Now whether they are union or not I don’t know. So far 
as I know, a number of them have been nonunion up North, and cer- 
tainly not skilled in production, 

Mrs. Grirrirus. Are they paid the minimum wage? 

Mr. Coprin. They are paid the minimum wage, but the minimum 
becomes the maximum very often in those cases. 

Mr. Hotrrreip. Who could we get to come before us that would have 
particular knowledge of these low-priced garments, these cotton 
garments ? 

Mr. Coprtn. Well, Mr. Patrick French, who is the president of the 
Quartermaster Association, and who is a southern manufacturer who 
has had a wide experience in Government contracts; Mr. Jules Gold- 
stein, who is the executive secretary of the International Association 
of Garment Manufacturers, who make cotton garments, their people 
make that. I think those two gentlemen could give you the story. 
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Mr. Pat French, I know, has had a wide experience, and he would be 
about the best man technically. 

Mr. Ho.irrevp. Any further questions? 

Mrs. Grirrirus. I would like to say, Mr. Chairman, the things that 
he has suggested are things that have already been done in the pro- 
curement of airplanes and the procurement of automobiles, but you 
do it because a manufacturer or the Army or the Air Force can’t 
switch the equipment fast enough, so they do negotiate these contracts 
with dealers who are already legitimate dealers in the business. All 
he is asking for is for a fair deal for legitimate trade. 

Mr. Ho.irrecp. Thank you very much, Mr. Cobrin. 

At this time, for just a few short questions, we would like Mr. 
Frank Pelland of the General Accounting Office, who has assisted 
the staff in this case, to take the witness stand. 

Do you swear that the testimony you are about to give to this com- 
mittee will be the truth, the whole truth, and nothing but the truth? 

Mr. Petxanp. I do. 

Mr. Hourrrevp. Be seated. 


TESTIMONY OF FRANCIS J. PELLAND, DEFENSE STAFF, GENERAL 
ACCOUNTING OFFICE 


Mr. Ho.rrrevp. Mr. Roback. 

Mr. Ropack. Mr. Pelland, how many contracts did you examine 
in working with the committee staff? 

Mr. Pre.ianp. I examined 24 contracts. 

Mr. Ropack. With various Wynn companies ? 

Mr. Petxanp. That is right. 

Mr. Ropacx. Now in your examination, were there any instances 
that you came across where specifications were materially altered, 
materially changed, after the bids were opened but before the low 
bidder was selected ? 

Mr. Petianp. Yes, Mr. Roback. I found one New York contract, 
New York quartermaster contract, No. DA30-280-QM-22977; in that 
particular case, the invitation was issued November 9, 1951. It pro- 
vided for parka liners, with the basic material to be mohair. 

A Wynn bid was dated November 30. This was with Southern 
Athletic. On December 7 the specifications for the basic material 
were changed from mohair to wool pile. That change was received 
in the New York quartermaster office on December 11. The award 
to Southern Athletic was made December 29, 1951. That was for 
75,000 parka liners. 

The award notice merely put in a few brief lines saying that the 
basic material was changed from mohair to wool pile. 

And then the records show that the contractor immediately claimed 
that the machines wouldn’t handle this material, it was so much 
heavier, he had to get different machines on the job. 

Another change developed where they couldn’t bale; they couldn’t 
pack them for shipment as was specified. The specifications pro- 
vided for shipping them, I believe, in bundles of 25, and eventually 
the specifications were changed again to provide for shipment in 
quantities of 15. 

Mr. Rosack. What was the price change? 

Mr. Peiitanp. The price change was 92 cents per item. 
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Mr. Rosackx. Was that an advertised bid or negotiated bid? 

Mr. Petianp. It was an advertised bid; I believe there were many 
bidders. 

Mr. Houtrretp. Was the change upward or downward? 

Mr. Pe.ianp. It was upward to $2.07; it was approximately, I 
believe, a 113-percent increase in the unit price. 

Mr. Houirretp. Do you have any knowledge as to whether the new 
material was more expensive than formerly required ¢ 

Mr. Petxanp. No. The material was furnished by the Govern- 
ment; I don’t recall that it was more expensive. 

Mr. Hourrtetp. So the 92-cent change would be a matter for ad- 
justment of difficulty in handling the material 

Mr. Petianp. That is right. 

And I suppose in paying for different machines that he had to get. 
The costs, incidentally, were submitted by the contractor; they were 
audited by the Army Audit Agency. It was not an arbitrary change 
in the cost; the cost figures were obtained, and they were audited 
in the usual manner, and determinations were made that this increase 
was reasonable. 

Mr. Houirrerp. The amount involved was how much ? 

Mr. PELLAND. It was $69,000, I believe, to about $152,000—$155,000 ; 
from $69,000 to $155,000. 

An interesting statement in that file which might explain why 
this wasn’t noticed in the beginning is a statement by a reviewer who 
made what he called a procurement directive review of the file. 

He stated in there that this change in the specifications effected 
a major change in the methods of manufacture. And he said it 
more than doubled the unit price. The sheet showed one particular 
statement—and this is quoted : 

There is no evidence that the contracting oflicer sought or was given technical 
advice as to the ramifications caused by the change or specifications. 

Mr. Ropack. Mr. Pelland, does this come to a situation where there 
was a material change in the specifications, and that the material 
change was directed to the person who received the award, so that 
no one else received an opportunity to consider a new bid ? 

Mr. Petianpn. That is right. 

The award was made on the bid of November 30, although it was 
made——— 

Mr. Ropacx. What was the effect on the delivery date by that 
change of specification ? 

Mr. PetLanp. That delayed delivery from June 1952 to February 
1953. 

Mr. Rorack. Now, did you find anything with regard to delays in 
reaching a decision which might wash out a low bidder and cause the 
award to be made to somebody other than a low bidder? This goes to 
the question of options. 

Mr. PetiaNnp. Well, there was one of the late cases under contract 
DA-36—030-Q M-83 16. 

Mr. Rosackx. What happened there? 

Mr. Priianp. The bids in this case were opened on January 12, 
1956, but the award was not made until July 31, 1956. In the mean- 
time, the options of all bidders had expired except the Southern Ath- 
letic bid. There were five lower bids which were allowed to expire 
in the meantime. 
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Mr. Ropack. What were the price ranges on that ? 

Mr. Petiann. They ranged from $3.27 a unit to $4 on the lower bids, 

Mr. Ropack. And what was the award price? 

Mr. Petianp. At $4.06 and, I believe, $3.81. 

Mr. Rosack. You mean, they got a split award ? 

Mr. Pexiann. That is right; they bid separately on two items, items 
1 and 2. 

And, to me, the items appeared exactly identical, except for delivery 
date. There were some for delivery during 3 months, and then the 
second 

Mr. Rorack. The five other bidders who were washed out because 
their award wasn’t made during this original option period, did they 
also bid on the two items? 

Mr. Petianp. Some did, and others just simply bid on one of the 
items. For instance, I have the other bidders here. They are Hudson 
Garment Co., which bid $3.27 ; they bid on $50,000 of item 1 and 50,000 
of item 2. Millville Sportswear, Inc., bid in the same manner, 50,000 
item 1, 50,000 item 2, at $3.81. ' 

Mr. Morcan. Same price for both items? 

Mr. Pentianp. That is right. 

There is a bid of Superba Fashion Co., 64,270 units on both items, 
That was divided up. They had various unit prices for different 
small quantities of 5,000 here, and at different places, different points 
of delivery, that were provided for in the schedule of deliveries. 

Mr. Rowack. Were any of the lower bidders that. were washed out 
any of the Wynn companies, besides the successful bidders ? 

Mr. Pettanp. Not the low bidders, not that I have any record of. 

Mr. Rozack. In your examination of the files of these contracts, 
were there frequent or occasional indications that more than one 
Wynn company bid but the facilities to be used were at the same loca- 
tion, whichever company, whichever Wynn company received the 
award ? 

Mr. Pretianp. Now, there were five of the companies on this one 
particular case. And in that file—— 

Mr. Rorack. Which case is that? 

Mr. Petiann. The 8316 contract. 

Mr. Rornack. That is the one you just referred to? 

Mr. Petxianp. That is the one where all the bids were allowed to 
expire except the Southern Athletic bid. Now, in this case there was 
a plant survey report which was dated June 21, 1956. That showed 
that the physical facilities, equipment, and personnel of the Knoxville 
wae were used by the following companies: Southern Athletic Co, 

ne.; Southern Aviation Manufacturing Co., Inc.; Southern Creation 
Co.; Southern Sportswear Co.; and Wynn Enterprises, Inc. 

Now, in going through these files I found in many cases there would 
be two of the bidders at least who would bid for the use of plant facili- 
ties here or there, usually at Knoxville. In one case they would bid 
for a quantity of, say, 100,000 units for manufacture at Knoxville, and 
the other half at Centerville, and vice versa. ‘They would bid in many 
instances in that manner. 

Mr. Rogackx. And did you find in the submission of these bids that 
the signatories to a contract or bid form might vary as between, let 
us say, Mr. Wynn, as president of Southern Athletic and Mr. Wynn 
as president of Southern Sportswear? 
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Mr. Petianp. Yes; he would bid as a partner of Southern Sports- 
wear, and as president of Southern Athletic, but then later correspond- 
ence might come from anyone in those companies, sometimes not as 
corporate officers. 

Mr. Rorack. In other words, if he signed a contract for Southern 
Athletic Co., and then a question might come up as to, let us say, a 
specification, he might after correspondence about that contract sign 
his name as president of another company # 

Mr. Petutanp. Yes. There were some ridiculous situations that 
showed up. Under a Southern Athletic contract he wrote in request- 
ing final payment under the contract, but he signed as the president of 
the Salvage Company of Tennessee. It was on the Salvage Company 
of Tennessee letterhead. And there was another case 

Mr. Hottrterp. With so many companies, maybe he got a little 
mixed up. 

Mr. Petitanp. He did, because another—I believe it might have 
been even Captain Caras who wrote to him about a bid he made on 
Southern Sportswear, which turned out to be a Southern Athletic bid, 
and I forget which one it was now—but anyway, his reply was on 
the wrong stationery, the wrong company, it was the other company 
that had bid. The quantities he mentioned in his letter didn’t agree 
with the quantity in his bid, he was so confused he didn’t know which 
one he was talking about. 

Mr. Ropacx. Is there any evidence in those contract files that the 
procuring activity was concerned with authenticating the signature, 
or concerned about the fact that he might be corresponding with a 
different hat ? 

Mr, Pevuanp. Oh, yes, they wrote him and insisted that he write 
under the correct name of the company. And at one time I believe 
that they requested his signature, his own signature, actually, and he 
wrote back and said: 





You can verify my signature with the bid that I signed as president of the 
Florida Athletic Co.— 

I believe, in that case. 

Mr. Rorack. Is there any evidence in the contract files that he as- 
signed authority, contracting authority in the sense of having some- 
one sign for him, to anyone? Or did he give a general floating au- 
thority to other people to sign documents for him ? 

Mr. Petian. Yes. He did that to Mrs. Ross, in quite a different 
way than he usually referred to Mrs. Ross. In this particular case he 
wrote and referred to her as Mrs. R. T. Ross. 

Mr. Ropack. Mrs. R. T. Ross. Did he ever refer to her in a dif- 
ferent designation ? 

Mr. Petianp. Yes; it was usually as Claire Wynn Ross, or 

Mr. Ropack. Was it C. Wynn Ross at other times? 

Mr. Penianp. Yes. 

Mr. Ropack. And it was Mrs. C. W. Ross at other times? 

Mr. Pettanp. Yes. But this is the only time I ever saw her re- 
ferred to as Mrs. R. T. Ross. And this gives her full authority to act 
inany capacity for the Southern Athletic Co., Inc., and the Southern 
Sportswear Co. 

Mr. Ropackx. What was the date of that? 

Mr. Petnanp. June 8, 1956. 
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Mr. Rosackx. What did you find with respect to the frequency of 
deviations and price adjustments consequent on such deviations? 

Mr. Petianp. Well, there were many deviations on some of these 
contracts. They would run from 6, 8, 10, in some contracts. Some 
were repetitive, and to me as a GAO employee, I think that some of 
them were ridiculous. 

Mr. Rosack. In what sense ? 

Mr. Petuanp. They were repetitive. You would have buttons, for 
instance, and you would have 3—before you finished with the con. 
tracts, you would have at least 3 deviations that were handled on the 
same item of buttons. 

Mr. Rosack. You mean that involved correspondence and negotia- 
tion ? 

Mr. Petianp. That is right. 

Mr. Rosack. Now, were price adjustments allowed usually in such 
minor deviations ? 

Mr. Petianp. They were usually accepted at no reduction in cost, 
It is a very odd thing, in many of these cases, or I will say in some 
of them you will find that Mr. Wynn would come in and say, “You 
already have acted on these buttons”—it is the same button, in other 
words, is what he was trying to say i 1 
going through the deviation procedure, before they would allow this 
new deviation on buttons. 

When the deviation was allowed, a letter would go out to Mr. Wynn 
saying: 

We have accepted this deviation at no decrease in cost. However, all other 
parts of the specifications must be followed hereafter. 

And in a few days you had another deviation. What was the 
point of the letter? And that went on—I imagine that it is justa 
routine procedure, but looking at this from a disinterested standpoint, 
it looked kind of ridiculous to tell 2 man that he must not deviate 
any more, and then in a few days grant him another deviation, and 
in a few days more—— 

Mr. Rosack. Were there price changes which were insignificant! 

Mr. PeLtuann. Very insignificant. 

Mr. Rorack. Give us some examples. 

Mr. Petianp. One that I can recall, I believe it involved some very 
minor deviation, or maybe a group of minor deviations; they would 
group them in a letter, and say: “These are minor defects.” 

I remember there was one that involved, I believe, some 40,000 items. 
And it ended up with a $2.04 reduction, I believe it was 

Mr. Ropack. That was an aggregate reduction ? 

Mr. PEtLanpD. Yes, $2.04. 

Mr. Rosack. On 40,000 items? 

Mr. Petiann. That is right. 

Mr. Rorzack. As an experienced GAO employee, would you say it 
cost the Government more than $2.04 to negotiate that ? 

Mr. Petxanp. If it didn’t, I don’t know—as I read these files, they 
go through the mill, and eventually end up at a deviation board, which 
is composed of the chiefs of some divisions at the Quartermaster 
Corps. 

But how they go through the mill time and time again, and get 
nothing back for what they do—I know they must protect the Gor 
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ernment’s interests, but that procedure must be costly to the Govern- 
ent. 

E Mr. Rowack. Was there evidence in your examination of the files 

that in considering either a request for deviations or bids for new 

contracts, was there evidence of delinquency on the current and past 
rformance on other contracts? 

Mr. Pevuanp. In a great many of the files that I examined, the 
contractor was already delinquent. And that was known. He was 
delinquent sometimes on several contracts at the same time. 

There was one preaward survey that pointed out that the contractor 
had been delinquent on 14 of his last 16 contracts. There were other 
cases where they would point out that he was already delinquent on 1, 
2, or 3 contracts. 

As to delinquencies during the processing of a contract, the manu- 
facture of the garments, I recall one case where the contract status 
report said that this contractor has 7 contracts, and he has capacity 
for only 3, and the contractor refused to proceed with this contract 
until he has completed these others—which indicates something wrong 
with procurement, where you could give a contractor that many con- 
tracts, when they should have known that he couldn’t possibly manu- 
facture in time. 

Mr. Ropack. Mr. Pelland, did you verify the payroll status of Mr. 
Ross with respect to his being a consultant? He testified the other 
day that he believed he had been put on for a few weeks as a consultant, 
pending an attachment to the payroll. 

What does your examination show? 

Mr. Pecianp. I didn’t examine the results of this particular point, 
but I obtained information from the Department of Defense that he 
had been paid as a consultant from a particular period, I believe it 
was from March 1954, to June—I didn’t get that information, Mr. 
Roback, I asked for it and it came in, but I didn’t check it back. 

Mr. Ropack. You didn’t check it back? 

Mr. Petianp. No, sir. 

Mr. Rosack. But your recollection is, it was over a period of time? 

Mr. Pettanp. Yes; over a period of maybe 4 months, when he 
should have been paid as a deputy. 

Mr. Morean. Mr. Pelland, did you find in your examination of the 


contracts any instances where there were defects in the manufactured 
product ? 


Mr. PeLtianp. Oh, yes. 


I found several cases where the Inspection Office at Atlanta would 
come to a point where they would prepare maybe a two-sheet letter 
pointing out all the various defects in the manufacturing process, and 
say to the contractor that because of these defects, which were much 
greater than were allowed under the acceptable quality clause of the 
contract, that they would have to put in a tightened sampling plan. 

Mr. Ropackx. After the completion of the contract? 

Mr. Petianp. No; that was during manufacture. 

Mr. Morean. Would that be an extra cost to the Government, the 
tightened sampling procedure ? 

Mr. Petianp. It would have to be. A tightened sampling plan, as 
understood ordinarily, involves more sampling, sampling of a greater 
number of garments, looking for additional instances where certain 
defects may show up. 
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Mr. Mrinsuatz. Do you have any of those letters from Atlanta 
readily available? 

Mr. Petxann. I don’t have the letters showing the defects, but 
somewhere in here I have one of the letters which went out. 

Here is a letter dated November 14, 1956, from the inspector in 
charge at QM Inspection Service Command, Atlanta General QM 
Depot. It is addressed to Southern Athletic Co., attention W. M. 
House, plant official. It says: 


The records of the QMC inspector at your plant indicates that the average 
number of defects contained in your product is in excess of the acceptable quality 
level. Ordinarily the Government allows an extra number of defects over and 
above the acceptable quality level. However, where there is evidence that the 
product submitted by a particular supplier contains defects in excess of the 
acceptable quality level, it becomes necessary for the protection of the Government 
that this allowance be discontinued. Accordingly, the inspector in your plant has 
been instructed to apply a “tightened” sampling plan to your production until 
you have demonstrated over a reasonable period of time your ability to submit 
production equal to or better than the AQL. 

That is the acceptable quality level. 

In this particular instance, Mr. Minshall, they didn’t attach a copy 
of a letter, but it is usually a 1- or 2-page letter, wherein the defects 
in process are reported by the inspector. 

Mr. Mrnsuatu. In your experience with the GAO in examining sim- 
ilar files, have you found frequent occasion where letters like that are 
written to other manufacturers, or is this an unusual situation ? 

Mr. Petianp. This is my first examination, Mr. Minshall, in a long 
time, of this type of contract. I haven’t had too much experience 
recently. 

These were only the Wynn contracts that I looked at. 

Mr. MinsHatu. You would have no way of saying from your general 
knowledge whether or not this is an unusual procedure to write a letter 
like that ? 

Mr. Petianp. It is not unusual for the Wynn companies; I have 
several of these cases here where that shows up. 

Mr. Minswatt. Do you know anything about any other companies! 

Mr. PEeLuanp. No, sir. 

Mr. MinsHatit. How many letters were written like that to the 
Wynn companies, if you know? 

Mr. Petianp. It must have been 4 or 5. I have information here 
on some of those. 

Here is one on 832, July 31, 1956, contract. 

Here is another one on 6742. This was dated May 22, 1956. 

Here is another one, December 7, 1956, on QM-8410. 

And it is a pretty usual thing. 

Mr. Hortrrmetp. Any further questions? 

Mr. Ropack. Mr. Pelland, how long have you been with the General 
“ ccounting Office? 

Mr. Petxianp. It will be 31 years in September. 

Mr. Morean. Mr. Pelland, can you tell us from your examination 
of the contract files how many of these were restricted to small busi- 
ness ? 

Mr. Petianp. From the files, and other lists of the contracts T have, 
T have found about 15. And that would be out of about—well, I exam- 
ined 24, and I might have found more, but that is out of 49 contracts, 
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Mr. Morcan. But there were considerable awards made that were 
restricted to small business ? 

Mr. PeLianp. Yes. 

Mr. Hotirretp. Any further questions? 

(No response. ) 

Mr. Houirrecp. Thank you, Mr. Pelland. That will be all. 

Mr. Roback ¢ 

Mr. Rosackx. Mr. Paradis, you mentioned earlier in your testi- 
mony that you had made some inference or supposition about the 
subcontracting arrangements between the Wynn Enterprises, Inc., 
and other companies. 

Now, Mr. Wynn testified that in any case that there was a sub- 
contract, that would have to be approved by the Quartermaster Corps. 
Do you have any evidence at any time that a subcontract arrange- 
ment was ever approved by the Quartermaster Corps? 

Mr. Parapis. Since I testified earlier on the Wynn contracts, I 
have checked the particular 5 contracts, apart from the current 1 
that has been discussed. In none of those instances does the contract 
reflect a formal subcontract arrangement. 

The files indicate the place or location of the facility at which the 
work was to be performed, at which facilities the work, in fact, was 
performed. i 

Mr. Ropack. So you have no evidence, and you cannot state that 
the Quartermaster Corps ever took that into consideration as to 
whether to approve or not to approve; they merely accepted the pro- 
ducing designations, they delivered the Government-furnished prop- 
erty, and they accepted the deliveries of finished items. 

Would you know from your records which company received pay- 
ment on the contract in the case of the Wynn Enterprises, Inc., 
contract ? 

Mr. Parapis. I do not know who received payment at this time. 
And we have been talking about Wynn Enterprises, Inc. 

Mr. Rozack. Did you attach any special significance to the ques- 
tion of whether it would be a subcontracting arrangement or not? 

Mr. Parapts. In the absence of some further question or some fact 
situation ; no, sir. 

Mr. Rosack. Would it conceivably make a difference as to whether 
Wynn Enterprises, Inc., a New York corporation doing business in 
the State of Tennessee, had to be domesticated for the purposes of 
the contract or not? It might make a difference whether they sub- 
contracted or they didn’t subcontract where they had to domesticate. 

Mr. Parapis. Where they had to locate their corporation, sir ? 

Mr. Ropack. Well, there are three little offices on the ninth floor 
of 200 Fifth Avenue which are called Wynn Enterprises, Inc. Over 
the years the Quartermaster has given them by negotiated or ad- 
vertised bids some millions of dollars of contracts. 

Now, when the Government wants to know where to ship the 
Government-furnished property, it gets an address down in Tennes- 
see. I can see that many questions might arise as to whether Wynn 
Enterprises subcontracted this contract to Southern Athletic, or 
whether they purported to perform the contract themselves. 

Did you see a legal significance in that ? 
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Mr. Parapis. In each instance, Mr. Roback, it was definitely estab- 
lished where the work was to be performed. And those were the 
plants that were surveyed. 

Mr. Rosack. As far as the Quartermaster was concerned, they 
never approved or disapproved, or didn’t inquire into or have any 
concern about whether there was a subcontract ; right ? 

Mr. Parapts. On the Wynn Enterprises, the file indicates there were 
no subcontracts. Now, there may well have been subcontracting 
arrangements on some of the other contracts. ; 

Mr. Rosacx. Do you, Mr. Paradis, or any other witness in this room, 
know whether the Quartermaster Corps ever approved a subcontract 
arrangement by any Wynn company to any other vie company ? 

Mr. Parapis. I know, sir, that the Quartermaster Corps did approve 
changing the facilities from one to the other. 

Mr. Ropack. Change of facilities ? 

Mr. Parapis. And I would say, sir, that in all probability they did 
approve subcontracting arrangements, but there were none in the 
Wynn Enterprises, Inc. 

Mr. Rosack. You are speculating about the question of approval, 
or inferring it from the fact that they might have approved a different 
manufacturing location; is that what you mean—inferring from the 

; ; . 
approval of a different manufacturing location that they approved a 
subcontract arrangement ? 

Mr. Parapts. It is an inference on my part; I have no specific knowl- 
edge of approval of a subcontracting arrangement, as such. 

General WerstrHatincer. May I respond to your question, Mr. 
Roback ? 

Mr. Rorack. If the chairman permits. 

Mr. Hortrretp. Go ahead, General. 

General WestpHatincerR. The general policy on a fixed-price con- 
tract, particularly where it is advertised, is that we want a product 
delivered on a certain schedule, at a certain price, and normally the 
subcontracting structure does not enter into it. 

We can’t—we don’t approve the subcontracting structure as the 
normal thing. 

Mr. Rosack. You are aware—which Mr. Ross didn’t recall—that 
some of these were negotiated contracts ? 

General WesrpHaincer. Yes, I know some of them were negotiated. 

Mr. Rozack. So that your answer is qualified to that extent ? 

General WesreHatincer. Maybe not. I think we would have to 
look it over in each case, but I would say the normal procedure is, 
under these circumstances we would not go to the subcontracting 
structure, we would hold the prime contractor responsible to produce 
the goods. Where he subcontracted, that was his business. 

Mr. Rorack. So that where Mr. Wynn testified that if they entered 
into any subcontract arrangements, that would have to be approved, 
your understanding is contrary ? 

General Westrenauincer. That is right; my understanding is 
contrary. 

Now, there may be exceptional circumstances that required that, 
and that could well be. 

Mr. Parapis. If I might add one comment on that, it might be that 
we would not go into the details of the subcontracting arrangements. 
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We would get into it from the point of view of the facility which was 
to be utilized in the performance of the contract. 

Mr. Ropack. Certainly if there was a deviation or any material 
change that was approved subsequent to the award, you would have 
to know whom you were dealing with. 

Mr. Parapis. Yes, sir. 

Mr. Ropack. And you would have to know who you were paying. 

Mr. Parapts. That is what I am saying; the interest would certainly 
be very much present in determining the facilities to be utilized. 

General WestpHaLinerr. Mr. Chairman, may I respond to that? I 
think we are gettiny an erroneous idea here. 

We deal with the prime contractor, we pay the prime contractor, he 
pays the subcontractor, and he makes any corrections with the sub- 
contractor. 


Mr. Ropacx. You pay the subcontractor, regardless of any arrange- 
ment that he makes—— 


General WestrpHALincer. We do not pay the subcontractor; we pay 
the prime. 

Mr. Rosack. I mean the prime contractor. You always pay the 
fellow whose address is on the bid, not the producing corporation, but 
the name of the corporation that signs the bid ? 

General WesrpHa.incer. We pay the individual with whom the 
contract is let, with the exception of when there is an assignment. 

Mr. Rosack. So that in the case of Wynn Enterprises, all the pay- 
ments would be made to New York City? 

Mr. Parapis. To Wynn Enterprises, Inc.. whatever address—it 
probably would be addressed to New York, but I mean, it would be the 
Wynn Enterprises, Inc., the prime contractor, or an assignee, if there 
was an assignment. 

Mr. Morean. Mr. Chairman, could we ask the Army to check those 
five contract files on Wynn Enterprises and determine whether or not 
there is anything in the file that indicates a subcontract arrangement 
between Wynn EB nterprises and Southern Athletic, and if not, if the 
facility was leased to Wynn Enterprises and the work was to be per- 
formed by Wynn Enterprises, if the file reflects a lease agreement 
between Wynn Enterprises and the owner of the facility. 

Mr. Parapis. We will be glad to do that, Mr. Chairman. 

Mr. Minsuauzt. Mr. Chairman, I would like to ask someone here 
representing the Army if they know, in view of the testimony given 
by the GAO representatin re specifically with reference to the letters 
that had been written at Atlanta saying the manufacturer’s processes 
were bad or not up to standard, if the incidence of those letters with 
relation to the Wynn contracts, is that an unusually high incidence? 

[ appreciate you have it in other contracts, but I wonder if that was 
unusually high in that oe ur case ? 

General Wesrrrarincer. Captain Caras will answer that. 

Captain Caras. Sir, I believe, if I recall the numbers which he was 
quoting, yes, in this particular case it is unusual, inasmuch as it is a 
new item which was being introduced to industry, and there is no 
production testing done on it whatsoever. 

I believe. on that basis, if I recall the number correctly, that the 
item in question is a quality cotton jacket, man’s tan tropical, which is 
very intricate and very difficult to make. 


92420—57 19 
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Mr. Mrnsuauu. In other words, the testimony of the GAO repre- 
sentative, if you remember the number rightly—what was that num- 
ber ; do you remember # 

Captain Caras. 6742. 

Mr. Minswaryi. That would be high, then—not the number of the 
contract but the number of reject letters that were written. 

Captain Caras. Let me further add, the other contractors making 
the same item were confronted with the same situation. 

Mr. Minsuaru. That is what I wanted to know. In other words, 
it isn’t unusual with relation to this specific type of contract. 

Mr. Hotrrretp. We will adjourn at this time, and meet in this room 
at 10 o’clock tomorrow, the same witnesses. 

(Whereupon, at 12:25 p. m., the subcommittee recessed, to recon- 
vene at 10 a. m., Thursday, April 11, 1957.) 
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THURSDAY, APRIL 11, 1957 







Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON Mitirary Operations, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:05 a. m., in room 
1501, New House Office Building, Hon. Chet Holifield (chairman of 
the subcommittee) presiding. 

Members present: Chet Holifield (presiding) and Glenard P. 
Lipscomb. 

Also present: Herbert Roback, staff director; James F. Eckhart, 
counsel; Earl J. Morgan, chief investigator; Robert McElroy, in- 
vestigator; Carey Brewer, senior defense specialist; and Frank Pel- 
land, General Accounting Office. 

Mr. Houirtecp. The subcommittee will be in order. 


TESTIMONY OF MAJ. GEN. HENRY R. WESTPHALINGER, DI- 
RECTOR OF PROCUREMENT, DEPARTMENT OF THE ARMY; 
ACCOMPANIED BY DONALD K. WOLVERTON, GENERAL COUNSEL, 
MILITARY CLOTHING AND TEXTILE SUPPLY AGENCY; CAPT. 
JAMES CARAS, CONTRACTING OFFICER, MILITARY CLOTHING 
AND TEXTILE SUPPLY AGENCY; MAURICE L. PARADIS, OFFICE 
OF THE GENERAL COUNSEL, QUARTERMASTER CORPS; THEO- 
DORE KOSTOS, LEGAL OFFICE, MILITARY CLOTHING AND TEX- 

TILE SUPPLY AGENCY; AND THOMAS ROONEY, PROCUREMENT 

ADVISORY OFFICE, MILITARY CLOTHING AND TEXTILE SUPPLY 

AGENCY 


Mr. Honirtecp. Mr. Roback. 
Mr. Rorack. General Westphalinger, we submitted a copy of a 
staff memorandum to you indicating the kind of information that the 
committee would like to have. Do you have any response to that mem- 
orandum ¢ 

General WesrreHatincer. I understood the memorandum was for 
guidance only. 

Mr. Ropack. That is right. 

General WestpHALinGER. And that much of the stuff you had asked 
for earlier we provided for you. 


ae Rozack. Do you have responses to any of the questions listed 
therein ? 
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General WestrpHatincer. Yes; we have. 

Mr. Rosack. Do you have the list of the awards to any Wynn 
company in which the apparent low bidder was thrown out, and a i 
brief statement of the reasons for it? t 

General WesrpHatincer. May I ask Mr. Paradis to respond to 
that question ? 

Mr. Parapts. Mr. Chairman, what we have here, I have for each of 


the contracts—we have here compiled by contract the information d 
with reference to the rejection of low bids, and a brief statement 
therefor. 


T have the period that covers from January 1951 through August 
1955. And I believe Mr. Kostos picks it up from August 1955 to the 
current date. d 





Now, I will do it in any way which the committee—what I would 


have to do is go through each contract and give it to you. tl 
Mr. Rorack. Do you have a total of the number of apparent low | 
bidders that were thrown out? 
Mr. Parapts. I do not have it totaled as such, I have it by contract, 
General WesTrHALINGER. May we supply that for the record, Mr. 
Chairman? 
Mr. Parapts. We can certainly give you the total of it. id 
Mr. Rosack. We won’t take the time of the committee to count up 
how many low bids, but if you have that information we would like 
to have that for the record. 
Mr. Parapts. Yes, sir. nc 
Mr. Rosack. Do you have a list of the contracts in which an award il 
was made to any Wynn company as a small business in whole or in 
part? bi 
Mr. Parapts. Yes, sir. us 
Mr. Rosack. And the amounts? fa 
Mr. Parapts. Yes, sir. 
Mr. Rornack. And that will be supplied for the record ? ' th 
Mr. Parapis. By testimony, sir? 
Mr. Hourrrerp. Do you have it now? th 
Mr. Parapts. Yes, sir. it 
Mr. Ropack. What was the total on that? th 
Mr. Parapis. From the period 1951 to August 1955 there were four. th 
And I ean give you the contract numbers and the amounts. | 
Mr. Rozack. Those can be supplied for the record. Beyond 1955} he 
do you have a total covering that? | th 
Mr. Kosros. Just one. | 
Mr. Ropack. So there were five contracts performed in the capacity : pe 
of small business ? yo 
Mr. Parapis. That is correct. ye: 
Mr. Rosackx. And we will have the complete information for the nel 
record. 
Now, does the information also reflect the procurements in which wh 
one Wynn company was awarded a partial amount and another Wynn fac 
company received a smal] business set aside, were there any such ? the 
Mr. Parapts. There were none. you 
Mr. Rorack. None of those? Do you have a list of all contractsin} _ po: 
which bids were submitted by more than one Wynn company on the ] 
same procurement ? you 
Mr. Paranpts. Yes, sir. cor 
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Mr. Rozackx. Now, do you have a total on that? 

Mr. Parapis. Yes, sir. There were 10 instances of procurements 
wherein there were instances of multiple bidding which resulted in 
the award of 15 contracts. 

Mr. Rovack. That is, 15 contracts to Wynn companies? 

Mr. Parapis. To Wynn companies; yes, sir. 

Mr. Rosack. So that in several cases they would be either split or 
double, that is, more than one award ? 

Mr. Parapis. That is correct. 

Mr. Kostos. I have six procurements, sir. 

Mr. Rowack. You have six? 

Mr. Kosros. Six procurements in which there was multiple bid- 
ding, out of which seven contracts were awarded. 

Mr. Rozack. What, now, is the total number of multiple bids and 
the total number of awards to the Wynn companies? 

Mr. Parapis. We have 10 instances, and Mr. Kostos has 7. 

Did you say seven ? 

Mr. Kosros. Six procurements, seven awards. 

Mr. Parapis. Sixteen procurements, and that would be 22 contracts. 

Mr. Rosack. Now, do you have the multiple bids which specify the 
identical producing facilities ? 

Mr. Parapts. Yes, sir. 

Mr. Rozsack. What does that show ? 

Mr. Parapts. In connection with this one, Mr. Chairman, it does 
not lend itself to a ready number without explanation, so I would 
like to qualify it a little bit. 

There were some instances of multiple bidding where each of the 
bidders reflected more than one facility which could or would be 
used. So that in so listing, some of the bidders: did list the same 
facilities, among others. 

There was only one instance where two bidders clearly specified 
the same facility and no other. 

Mr. Rozack. You heard the testimony of Mr. Wynn, that in effect 
they considered the facilities as a pool for the various bids. And is 
it not a fact that when the quartermaster surveyed the facilities, that 
they adopted that practice of pooling the facilities to see whether 
the facilities could handle the awards? 

Mr. Parapts. Taking them in order, sir, I unfortunately was not 
here when he testified, but I have been advised that he testified along 
those lines. 

With reference to the consideration of these firms as a pool by the 
personnel, I cannot comment on that, for this reason, sir. I can give 
you the results of the review of the files, some of which are 5 and 6 
years old, and I am not familiar with what was known by the person- 
nel involved at that time. I am not trying to be evasive, Mr. Roback. 

Mr. Roxzacx. I understand. But the point of the question is that 
while you cannot tell clearly from your records whether the identical 
facilities, except in one case, were to be used, you cannot testify either 
that separate facilities were necessarily to be used for each bid, and 
you would have, based upon the contract documents, no reason to sup- 
pose necessarily that separate facilities would be used for each bid. 

Mr. Parapis. Perhaps I have created misinformation. We can tell 
you, Mr. Roback, exactly what facilities were used for any of these 
contracts. That we know. I could give you that information. 
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Mr. Rogsacx. You have no reason to believe that if the award had 
gone to one or the other of the multiple bidders that the same facilities 
would not have been used? Do you follow that question ? 

Mr. Parapis. That is correct, sir. 

Mr. Rosack. The same facilities would have been used whether the 
award went to one of the bidders or the other? 

Mr. Parapis. That is correct. In a situation where one of the same 
facilities were enumerated among others, and only one of the grou 
was a successful bidder, I cannot tell at this time what facilities the 
unsuccessful bidder would have used among those he indicated ; that is 
correct. 

Mr. Rosack. He could have used the same facilities that he used 
on the successful bid, because they were all specified as alternatives? 

Mr. Parapts. That is correct. 

Mr. Rosack. Now, can you answer the question in a previous state- 
ment as to the number of split awards—TI believe you did. 

Mr. Parapts. Yes, sir; that was part of the same answer. 

Mr. Rorack. Very good. 

Now, do you have the number of contracts, a list of contracts in 
which no preaward survey was made? 

Mr. Paranpts. Yes, sir. 

Mr. Rorack. How many were those? 

Mr. Parapts. Well, if I may take a minute here, I will count them, 
sir. Fifteen. 

Mr. Rorack. Fifteen in which there were no preaward surveys, 
Now, how many in which there was one preaward—excuse me. How 
many were there in which there was more than one preaward survey! 

Mr. Parapts. Jn connection with the period that I cover, sir, I 
have found no instance where there was a resurvey of the same facili- 
ties for the same contract. There were instances where there was a 
resurvey of the same facilities for another contract. 

By way of example, sir, one plant was surveyed for its bid asa 
prime, and some months or so later it was resurveyed, because it had 
been indicated as a sub of the contract. 


Mr. Rorack. Now, can your information be complemented by the } 


period beyond which you surveyed ? 

Mr. Parapts. Yes, sir. 

Mr. Kostros. Mr. Roback, we found no instance in which no pre 
award surveys were made from the period from August 1955 on. We 
have 4 instances of 4 procurements in which there were more than 1 
survey made. 

Mr. Rorack. For the same procurement ¢ 

Mr. Kostos. Yes. 

Mr. Rosack. On the same bid? 

Mr. Kostos. On the same facility. 

Mr. Rozack. Now, do you have a list of the instances where a re 
newal of the option on the lower-price bid was denied and the option 
on the higher-price bid was extended ? 

Mr. Parapts. There were no such instances in the period I surveyed. 

Mr. Kostos. There were none in the period that we covered, also. 

Mr. Rosack. TI recall from my recollection of the documents that in 
the case of an award—I want to be corrected if my recollection i 
faulty—that in the case of an award to the Salvage Company of 
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Tennessee, on a bid by the Salvage Company of Tennessee, and a bid 
by Wynn Enterprises, Inc., Col. Louis H. Shirley recorded a memo- 
randum in which, among other things, the following paragraph 
occurs : 

Just after finishing this conversation I had a telephone call from Mr. Wynn, 
who indicated to me that he was not extending the option on IB 589, since in 
his opinion he would be foolish, since he was in line to get the award at a higher 
price. I told him that he was not the only one that knew that, that I had also 
figured that out. He indicated also that he would not extend the option, and 
that it was up at midnight tonight. I told him further that his bidding had 
tied us all up, and I demanded from him immediately a realistic statement of 
the capacity of the various plants. He promised that he would have this for 
me by Monday morning, at which time he would be able to figure his capacity 
and confirm it if necessary by our field men. 

Now, that, on its face, doesn’t indicate the disposition here. 

Mr. Parapis. That is correct. 

Mr. Rosack. But it does indicate that Mr. Wynn was refusing to 
extend an option on a lower bid. 

Mr. Parapis. That is correct, sir. The final reviews, as a matter of 
fact, indicated that the options were extended under both of those 
contracts, and both bidders received an award. 

Mr. Rosack. That is, he received an award for both companies? 

Mr. Parapis. That is, Salvage received an award and Wynn Enter- 
prises received an award. 

Mr. Houtrterp. Was that brought about by pressure on the part of 
the Quartermaster Corps for him to take part of this at that lower bid ? 
He indicated an intent there not to exercise his option at the lower 
price, because he could get a contract at a higher price. Now, L 
wonder— and he also indicated that his option expired that night at 
midnight—Now, something happened between the time that he was 
talking to Colonel Shirley and midnight, I suppose, if he did imple- 
ment that lower contract. 

Mr. Parapts. Mr. Chairman, the file does not reflect the factors 
which motivated his apparent change of procedure. 

Mr. Houtrre.p. But you do testify that there was a change, and 
that he did use that option on the lower bid. 

Mr. Parapis. That is correct. He did extend the options, yes, sir. 

Mr. Rosack. So far as your records reflect, there was no denial of 
option in the lower-price bid and extension in the case of higher-price 
bid ? 

Mr. Parapts. That is correct. 

Mr. Rozsacx. Do you have the figure of the maximum number of 
contracts simultaneously held by all Wynn companies at one time? 

Mr. Parapis. Yes, sir. 

Mr. Rosack. What is the figure ? 

Mr. Parapis. In May of 1952 this group of companies held 12 con- 
tracts calling for deliveries during that month and other months. 
But that was the maximum number at any one time. 

Mr. Ropack. Do you have any complementary information ? 

Mr. Kosros. Well, my information does supplement that. During 
the period from 1955 on, the Wynn group had 10 contracts during 
November of 1956, which was the peak number of contracts at one 
time. 
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Mr. Ropack. When I asked these questions of Mr. Paradis, wher- 
ever you have complementary information, would you please comment 
onit? Andalsosupply it for the record. 

Mr. Kosros. Sure. 

Mr. Rosack. Now, do you have a classification of the contracts by 
deliveries and the responsibility of the Government to the contractor 
or both. 

Mr. Parapis. Yes, sir—it is a lengthy list, and there is an entry for 
each contract, sir. 

Mr. Rorsack. Do you have any summarization at this point? 

Let me ask you this question. Do you have the number of contracts 
in which the responsibility i is put upon the contractor completely ? 

Mr. Parapts. Yes, sir. 

Mr. Ropack. You do have the number of contracts ? 

Mr. Parapis. Yes, sir. I can give you the number, because I have 
it by contract here, but it is discernible from this record. 

Mr. Roracx. Now, is the case that you do have contracts in which 
you ascribe the responsibility in some cases wholly to the contractor, 
and in some cases wholly to the Government, and in some cases it is 
mutual, is that correct ? 

Mr. Parapis. Yes, sir. 

Mr. Kosros. Mr. Roback, in addition, in some cases it is the respon- 
sibility of neither, beyond the control of the contractor. 

Mr. Rorack. Beyond the control of the contractor, and it would not 
necessarily be the responsibility of the Government ? 

Mr. Kosros. Right. 

Mr. Rorack. And it is understood that all this information will be 
submitted for the record ? 

Mr. Kosros. Yes, sir. 

Mr. Rorack. Now, do you have a list of the Wynn company con- 
tracts in which specifications were changed after the bid opening but 
before the award ? 

Mr. Parapis. Yes, sir. There were 8 instances—7, I beg your 
pardon. 

Mr. Kostos. Mr. Roback, I have just one. 

Mr. Rorack. Now, do those instances reflect any price changes? 

Mr. Parapts. One of them does, Mr. Roback. 

Mr. Kosros. In my instance it does not. 

Mr. Rosack. No price change? 

Mr. Kostos. No price change. 

Mr. Rosack. In your contract, are you including the change in 
delivery date asa part of the specifications? 

Mr. Kosros. No, sir. 

Mr. Paranpts. No, sir. 

Mr. Ropack. You are not in either case? 

Mr. Parapts. That is right. 

Mr. Rosackx. What about the contracts in which the specifications 
were changed after the award, and the price changes, if any? 

Mr. Parapis. There were 21 instances under that category, sir. Of 
those I will give you the number in which there was a price reduc 
tion, or a price revision. 

Mr. Rosack. Price revision, upward or downward? 

Mr. Parapts. Yes. 
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Mr. Kostos. I don’t have that information summarized, Mr. Ro- 
back. ‘There were numerous changes in specifications after aw ard, 
and in some instances price reductions were taken, and in some cases 
they were not. Wecan supply that for the record. 

Mr. Parapis. There were eight cases, sir. 

Mr. Rosack. Eight cases of | price revision ? 

Mr. Parapis. Yes, sir. 

Mr. Ropack. Now, do you have a list of the contracts which reflect 
a dispute concerning the run or disposition of Government-furnished 
property indicating the nature of the dispute and the settlement? 

Mr. Parapis. Yes, sir; I have that list. This one is fairly lengthy, 
sir, by virtue of the number and the necessary explanations that had 
to be made. If we are going to be submitting this for the record, 
as we are, I think we would probably save time ‘by doing it that way. 
However, I am perfectly willing to go through this if you so desire. 

Mr. Roracx. It is not necessary to read it. But does it reflect, in 
a substantial number of contracts, that such disputes occur? 

Mr. Parapis. I have a substantial number of entries here, sir, 
but that is by way of being complete, they do not all reflect a serious 
dispute. 

Mr. Kosros. I have several cases in which that occurs. 

Mr. Ropackx. You have a documented list 

Mr. Kosros. By contract: yes, sir. 

Mr. Rosack. Showing also the disposition of those cases? 

Mr. Kosros. Yes. 

Mr. Ropack. Now, do you have a list of the Wynn company con- 
tracts as to whether a performance bond was requested during the 
time specified in the contract, after the time specified, no require- 
ment for performance bond, and no bond furnished even though 
required ¢ 

Mr. Parapis. During the period surveyed I had none, that is, no 
instance in which there was a performance bond refused or required. 

Mr. Rogzack. It was just not raised ? 

Mr. Parapis. There were no performance bonds required. 

Mr. Kostos. During the period from August 1955 on, perform- 
ance bonds were required in approximately half the Wynn group, 
there were approximately 12 contracts awarded in that period. I 
have the information by contract, and I could submit that for the 
record. 

Mr. Ropack. Very good. 

Mr. Ho.irrevp. May I ask at that point why you started in requir- 
ing performance bonds after 1955? 

Mr. Kostos. Sir, I would not know. 

General WestpHatincer. Mr. Rooney can answer that. 

Mr. Roonry. Mr. Chairman, we adopted a warranty clause wed 
clothing items back at the end of 1954, and then it was decided, 
order to secure the operation of the warranty clause in the men 
we had to evoke it, to request a performance bond as security, so 
that therefore when the warranty clause was used on a clothing item, 
the performance bond was also required. 

Mr. Rosacx. What was the nature of the warranty clause? Does 
that require some guaranties ? 

Mr. Rooney. That is right, that the items delivered would meet 
the specifications for a period of 1 year after they were accepted. 
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Mr. Rorack. Did the performance bond required in the bid form— 
was that standard through all this period ? 

Mr. Roonry. I didn’t quite get that. 

Mr. Rosack. Here is the question: There is a boiler plate form 
regarding the performance bonds; is there not? I mean there is a 
standard clause ? 

Mr. Roonry. That is correct. 

Mr. Rosack. Now, has that standard clause been in these contracts 
throughout the period 1951 to the present ? 

Mr. Roonry. Not 1951; the latter part of 1954 or early 1955, that 
became part of the IB, invitation for bid. 

Mr. Rosacx. Before that time you didn’t require the performance 
bond ? 

Mr. Rooney. That is correct. 

Mr. Rosack. So when you state that you put in a warranty clause, 
you are stating that to effect the warranty clause you had to have a 
performance bond ? 

Mr. Roonnry. In the beginning we required the warranty clause, 
but not the bond, and then the bond was an addition to the warranty 
clause, after a period of about 6 months’ use of the warranty clause. 

In other words, the warranty clause was required first, and then 

later on they decided policywise to also include the bonds where the 
warranty clause was required. 

Mr. Rozack. Do you consider it optional on the part of the con- 
tracting officer to require a performance bond ? 

Mr. Rooney. On the situation I just mentioned, no; it is mandatory. 

Mr. Ropack. Mandatory? 

Mr. Rooney. Yes. 

Mr. Ropackx. Do you have a list of the Wynn company contracts 
in which the bid offer failed to specify the number of employees and 
whether the bidder was a manufacturer or regular dealer, which are 
standard information requests? 

Mr. Parapis. Yes. During the period of January 1951 to August 
1955, with reference to the representation of number of emplovees, 
there was one instance in which the bid did not reflect. 

Mr. Roszack. Reflect what? 

Mr. Parapis. Whether or not the bidder had more or less than 500 
employees. 

Mr. Kosros. Sir, I have the information again by contract. I know 
of only one instance readily apparent in which that was omitted, and 
that is the Wynn Enterprises contract 8923. But I will submit that 
for the record on all the contracts. 

Mr. Rorgack. All right. What about the information with regard 
to the dealership or manufacturer status? 

Mr. Parapis. Sir, there were six instances in which there was no 
representation, some of those were because—that is, the negotiation 
was oral in connection with some emergency procurement, so that the 
file doesn’t reflect—in other words, there is no written proposal or 
bid. 

Mr. Ropack. You mean an award was made without any invitation 
having been sent out? 

Mr. Parapis. That is correct. 

Mr. Rozsack. But that would necessarily be on a negotiated con- 
tract? 
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Mr. Parapis. Yes, sir. 

Mr. Rosack. It couldn’t have been on an advertised contract ? 

Mr. Parapts. No, sir. 

Mr. Hotirterp. Was it an original requirement, or was it an addi- 
tion to an existing contract? 

Mr. Parapis. Well, in order to answer that question, Mr. Chairman, 
I will have to pull out what I have in the contract folder to see what 
it reflects. If 1 may have a moment, I will do that. 

Mr. Rosack. May we get the comple mentary information while 
you are looking that up? 

Mr. Kosros. I have three instances in which the original bid did 
not specify whether the bidder was a regular dealer or manufacturer. 
In all the other instances the bidder did indicate that it was a manu- 
facturer. 

Mr. Ropack. We have asked for this information, of course, on 
awards, on contract awards, and there may or may not have been bids 
in which these omissions occurred, but since they were not successful 
they were not a part of these figures 

Mr. Kosros. These are the bids on which awards were made. 

Mr. Parapts. The information I have here on that, Mr. Chairman, 
would indicate that the negotiations were conducted orally because of 
an urgent requirement, and apparently it was because they failed to 
get comple te coverage on a procurement immediately before that, so 
they told them that the terms and conditions were the same as the one 
that had just been issued, and they were trying to get complete 
coverage. 

Mr. Houirie.p. So it was in effect an addition to a contract? 

Mr. Parapts. Yes, sir. 

Mr. Rozack. Now, do you have the information on these contracts 
as to whether amended delivery schedules were allowed both before 
the award and after the award, specifying in each case the time allowed 
by the amendment ? 

Mr. Parapis. Yes, sir. In connection with amended delivery sched- 
ules before the award—if I may have a moment I will count them. 

There were several instances wherein the delivery schedule was 
changed before award. One of them here is 21 days, the other is 24 
days. Do you want me to go through that, or may I submit it? 

Mr. Rozack. I would like to have that information. 

Mr. Parapts. One change did not effect any extension, they moved 
up one quantity from the later months, put them on the earlier months, 
and thereby shortened the overall delivery. 

One month. 

Sixty days. 

Ten days. 

That is it, sir. 

Mr. Rogack. Very good. 

General WestrHaLIncGer. Do you want the corresponding from Mr. 
Kostos ? 

Mr. Ropack. Yes; we do. 

Mr. Kosros. I have several instances, roughly, eight of them, in 
which the delivery schedule was amended prior to ‘award, and the 

wroduction lead time as applied to the date of award resulted in a de- 
ivery schedule in the contract somewhat later than the delivery sched- 
ule set forth in the invitation to bid. 
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Mr. Ropack. Now, does the information in these cases go to the 
extension of the delivery time on that particular contract; I mean, on 
that particular bid, or was this a routine notification to all bidders, 
in any case? You are referring to a specific extension of time on 
the bid of the successful low bidder ? 

Mr. Parapts. Yes, sir. 

Mr. Kosros. I am, too, sir. 

Mr. Ropack. Very good. 

Now, the information as to after the award, extended delivery 
schedules. 

Mr. Parapis. That one is rather lengthy, sir. 

Mr. Rozack. Well, we will take that one for the record. Can you 
pick out from that information any indications of price changes con- 
sequent upon the granting of time, not in terms of any controve 
or dispute, but in terms of a consideration in exchange for allowing 
the extra time ? 

Mr. Parants. If I may have a moment I will leaf through these and 
see if I have that information noted. 

In order that I may not forget what I have found, as I find one, 
sir, I will indicate it. 

Southern Sportswear TAP-1770, the delivery schedule was ex- 
tended as to 50,000 units at a 2 cents per unit reduction in price. 

Southern Sportswear, TA P-1372, an extension of delivery schedule 
was obtained at a 2-cent-per-unit reduction in price. 

Those are the only two instances I have in this period, Mr. Chair- 
man. 

Mr. Kostos. Sir, in the period from August 1955 on, of the con- 
tracts involved, two were amended in which price reductions were 
taken. Those contracts are the Wynn Enterprises contract QM-8923, 
in which we took a 5-cent-per-unit reduction price for the entire con- 
tract quantity, aggregate reduction price of $12,450. 

In Centre Manufacturing, QM-8140, we took separate amendments 
to the delivery schedule, both for consideration. In the first instance, 
we extended the delivery schedule for 50,000 units at a reduction in 
price of $1,000 aggregate. In the second instance, we extended the 
delivery schedule for 46,810 units at an aggregate reduction price of 
an additional $936.20. 

Mr. Rosack. Now; do you have a record of all the visits made to 
Army procurement offices by Mr. Wynn, Mr. Ross, and Mrs. Ross? 

Mr. Kosros. Sir, we have searched our records, and we do not have 
any records beyond November 5, 1954. We have developed the in- 
formation from that period on, and we are prepared to submit that 
for the record. There are 19 instances in which either H. D. Wynn 
or Clair Wynn Ross visited the Philadelphia Quartermaster Depot. 

Mr. Ropack. Can you identify how many of those were Mrs. Ross 
rather easily ? 

Mr. Kostos. Yes, sir. 

Mr. Ropack. And can you read off the visits of Mrs. Ross and give 
the dates? 

Mr. Kosros. Surely. The first one was on March 21, 1955, in con- 
nection with Wynn Enterprises. 

The second one was January 19, 1956, in connection with Wynn 
Enterprises. 
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Next, June 12, 1956, in connection with Southern Athletic. 

Next, June 21, 1956, also in connection with Southern Atheltic. 

Next, August 16, 1956, also in connection with Southern Athletic. 

Next, September 18, 1956, in connection with Wynn Enterprises. 

Next, November 7, 1956, in connection with Wynn Enterprises, when 
she visited Captain Caras. 

Mr. Ropack. Does the dating of the information from that time 
reflect the fact that you shifted from New York to Philadelphia on 
some of these procuring activities ? 

Mr. Kosros. We shifted it from New York to Philadelphia, Mr. 
Roback, in late June of 1954. This information does not go beyond 
November of 1954. So we have no records beyond November. I don’t 
know the reason for that, but we do not have the record. 

Mr. Ropack. There were no visits by Mr. Ross? 

Mr. Kostos. By Mr. R. T. Ross? No. sir. The record does not 
indicate any such visits. 

Mr. Rosacx. Now do you have the list of signatories to the contracts 
in each case ? 

Mr. Parapts. Yes, sir. 

Mr. Rosack. Will you give that first, Mr. Paradis? You don’t 
have to read every signatory, but read us the list of signatories—the 
list of contracts on which Mr. Robert Tripp Ross was signatory, and 
the list of contracts on which Mrs. Ross was signatory. 

And if you have the dates it would be helpful, so there will be no 
misunderstanding about the significance of that. 

Mr. Parapis. With reference to Mr. Robert Tripp Ross. In con- 
nection with Wynn Enterprises, Inc., contract QM—14912, dated April 
13,1951, Mr. Ross signed as vice president. 

Mr. Morcan. Was that an advertised procurement or negotiated 
contract ¢ 

Mr. Parapts. That was a negotiated procurement. 

In connection with Wynn Enterprises, Inc., contract QM-14914, 
also dated April 13, 1951, Mr. Ross signed as vice president. And 
that also was a negotiated procurement. 

Those are the only two instances in which Mr. Ross was signatory. 

Mr. Kosros. Mr. Roback, in the period from August 1954 on there 
are no entries in which resulting awards were signed by either Mr. 
R. T. Ross or Mrs. R. T. Ross. 

Mr. Ropack. Mr. Paradis, will you give us the information on Mrs. 
Ross as signatory for any of the Wynn company contracts? 

Mr. Parapts. In connection with the identical two Wynn contracts 
for which Mr. Ross signed, Mrs. Ross’ name appeared as secretary and 
treasurer. 

In connection with Wynn Enterprises contract QM-2216, dated 
December 6, 1951, her name appeared as treasurer. 

In connection with Salvage Company of Tennessee, contract QM- 
23490, dated January 15, 1952, her name appeared as vice president. 
Southern Athletic contract TAP-1769, dated May 19, 1953, her name 
mere as Vice president. 

hat is all. 

Mr. Ropack. Do you have a list of the contracts in which Matlock D. 
Hays or Matlock Hays appears as signatory ? 

Mr. Parapts. Yes, sir. 
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Mr. Rosack. Will you read those, please, and also identify in those 
cases the company. 

Mr. Parapts. Yes, sir. In connection with Centre Manufacturing 
Co., contract TAP-205, dated November 18, 1952, Mr. Matlock D, 
Hayes signed as vice president. 

Centre Manufacturing Co., TAP-2403, dated June 29, 1953, Mr, 
Hayes signed as president. 

Those are the only two instances. 

Mr. Ropack. Do you have complementary information ? 

Mr. Kosros. We have no instances in which Mr. Hays signed. 

Mr. Rosack. What companies were those and give the dates on 
those. 

Mr. Kostos. They are all Southern Manufacturing. 

Mr. Rosack. Southern Aviation ? 

Mr. Kosros. Centre Manufacturing. 

Mr. Rozack. Very good. 

Mr. Kosros. The first one is Centre Manufacturing QM-6742. Mr, 
Hays signed as president. 

Mr. Morcan. What was the date of that one? 

Mr. Kosros. The date of the bid ? 

Mr. Morean. Right. 

Mr. Rosack. You want the date of the signature. 

Mr. Kostos. The date of the award? 

Mr. Rozack. The date of the award. 

Mr. Morean. If you can tell what the date 

Mr. Kostos. I can give you that. January 18, 1956. 

Mr. Morgan. The award or the bid date? 

Mr. Kosros. No; the date of the award, January 18, 1956, 

On Centre Manufacturing, QM-8140, Mr. Hays signed as president, 
And that contract was awarded on June 30, 1956. 

On Centre Manufacturing, QM-8323, awarded on July 31, 1956, 
Mr. Hays signed as president. 

On Centre Manufacturing, QM-8843, awarded on October 22,1956, 
Mr. Hays signed as president. 

Mr. Rosacx. We didn’t ask for this information, but does your 
search reflect where W. R. Wynn signed any contracts ? 

Mr. Parapts W. R.? 

Mr. Rosack. I believe the initials are correct. 

Mr. Parapis. Yes, sir. 

Mr. Rowack. Do you have some information on that? 

Mr. Parapts. Yes, sir. 

Mr. Rosack. What is that? 

Mr. Parapis. With Florida Athletic Co., contract TAP-1789, Mr. 
W. R. Wynn signed as treasurer. The date of that contract was 
May 19, 1953. 

Florida Athletic Co., TAP-1781, dated May 19, 1953, Mr. W. R. 
Wynn signed as treasurer. 

That is the extent of it. 

Mr. Rogack. Do you have some information ? 

Mr. Kosros. No, Mr. Roback. We have a number of instances in 
which Mr. H. D. Wynn signed, nothing in which this other Mr. Wynn 
signed. 

Mr. Rosack. For Florida Athletic? 
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Mr. Kosros. No; we had no Florida Athletic awards made from 
August 1955 on. 

Mr. Rosack. Now, all this information from which you read and in 
response to our guide memorandum will be submitted for the record? 

Mr. Parapis. Yes, sir. 

Mr. Morean. Do you have the invitation for bid No. 307 which 
did not result in an award ? 

General WestpHaLincer. We do have it, Mr. Morgan. 

Mr. Morean. Just furnish for the record the signatory on the bid 
submitted by Wynn Enterprises. 

And do you have a copy of invitation for bid 144 dated December 
17, 1953? 

Mr. Parapis. Mr. Morgan, I do not have a copy of that with me, 
Iam sorry. 

(Mr. Morgan hands Mr. Paradis a copy.) 

Mr. Morean. Would you indicate whether or not a bid was sub- 
mitted in the name of Florida Athletic Co.? 

Mr. Parapts. Yes, sir; it was. 

Mr. Morgan. And who signed that bid ? 

Mr. Parapis. C. Wynn Ross, vice president. 

Mr. Morean. Mr. Paradis, did your search through these records 
reveal any charges for liquidated damages on any of the contracts? 

Mr. Parapts. Yes, sir. There were two instances in which liqui- 
dated damages were charged. One involved Wynn Enterprises, Inc., 
TAP-1192, for the sum of $1,890.16. The other instance involved the 
Majorette Sportswear contract, TAP-1191, in the sum of $8,809.84. 

Mr. Morcan. Did your search reveal any terminations for default? 

Mr. Parapis. No, sir. 

Mr. Morean. Would you check QM-20853, awarded to Majorette 
Sportswear Co., November 1951? 

If you don’t have that readily available, you can furnish it for the 
record. 

Mr. Parapts. I have some of the information here. I have an 
entry here, Mr. Morgan, that the contract was negotiated because of 
the default of another manufacturer. I didn’t understand that to 
be your question, however. 

Mr. Morean. In other words, this was a termination of a previous 
contractor and a negotiation with Majorette, any extra charge being 
made to the terminated contract ; is that correct ? 

Mr. Parapis. If there were any; yes, sir. 

Mr. Ropack. Can I inquire with regard to that Florida Athletic 
bid, the date of which was December 17, 1953? Now, was an award 
made to Florida Athletic Co. on the basis of that bid? The bid- 
opening date was January 7, 1954, QM-328054144. 

Mr. Parapis. I have the abstract here, sir; I will check. I don’t 
believe so. No, sir; it did not receive an award. 

Mr. Rozack. Now, by a letter dated 1 day before this bid-opening 
date, that is, January 6, 1954, Matlock D. Hays wrote to Mrs. Ross. 
A reference was made to this letter in earlier testimony. I will not 
read the whole letter, although it will be submitted for the record, but 
I will read a pertinent excerpt : 

We realize that the prices we have quoted are a little bit high, and there 
is a good chance that we won't be awarded on this invitation, but under no 
circumstances can we reduce these prices that are in this bid, as I have given 
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my word that these prices would not be lowered in competition with some 
information that was given me by a friend. 

Now, the result conforms with that expectation, does it not, in the 
sense that they weren’t awarded ? 

Mr. Parapis. The history reflects that they did not receive an 
award; yes, sir. 

Mr. Morcan. Will you furnish for the record, Mr. Paradis—or 

ive it, if you can readily determine it—the bid price submitted by 
lorida Athletic and the bids that were lower ? 

Mr. Parapis. Well, I have that information here; I haven’t got it 
compiled ; could I do it here? Or, if you wish, I will submit it to you 
later. I would have to take it from this abstract. 

Mr. Rogacx. The chairman inquires here as to who received the 
award on that invitation. 

Mr. Parapis. Progressive Coat & Apron Manufacturing Co. 

Mr. Rosack. Address, please ? 

Mr. Parapis. 26th and Reed Streets, Philadelphia 46, Pa. 

Mr. Kosros. Mr. Roback, you raised a question previously about 
invitation to bid 307—or Mr. Morgan did. Do you want that answer? 

Mr. Ropack. Yes. 

Mr. Kosros. You inquired as to who the signatories were on the 
bid submitted by the Wynn affiliates on that invitation. There were 8 
bids received, of which 3 were from Wynn affiliates. A bid was sub- 
mitted by Southern Athletic, signed by H. D. Wynn, president. A 
bid was submitted by Centre Manufacturing Co., signed by Brown 
Dotson, as vice president. A bid was submitted by Wynn Enter- 
prises, Inc., by Claire Wynn Ross, president. 

Mr. Morean. What was the bid-opening date? 

Mr. Kostos. The bid-opening date was November 7, 1956. 

Mr. Morean. On contract QM22216, that I believe you mentioned, 

Mr. Paradis, that was signed by Mrs. Claire Wynn Ross as treasurer, 
was that an advertised or a negotiated award? 

Mr. Parapis. That was an advertised award. 

Mr. Morcan. Out of the five previous contracts awarded to Wynn 

enterprises, can you give us the exact number that were negoti: ated ? 

Mr. Parapts. Three, sir. 

Mr. Rosack. Now, I would like to address a few questions to the 
points raised in statements presented at the opening of these hearings. 

General Westphalinger, on page 3 of your prepared statement you 
refer to the fact that there was nothing in the law that prohibited 
an award to a company which contemplates subcontracting. What 
was the point of that statement ? 

General WesreHaincer. It is just our policy. 

Mr. Rosack. Well, we developed here i in this testimony yesterday 
that a number of contracts were received in the name of companies 
which did not have their own producing facilities but didn’t neces- 

sarily subcontract, so the decision to which you refer would not neces- 
sarily cover the situation developed in the testimony, would it? 

General WesteHatincer. Well, as a general thing, we encourage 
subcontracting, particularly with the large ones, so ‘that we can get 
small business into the field. And that is our general policy; there is 
no restriction on subcontracting. 

Mr. Rosack. You state at the top of page 3 of your statement that 
the award of the contract to a company which had no manufacturing 
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facilities at the time that the bids are opened is not prohibited by pro- 
curement regulations. Now, does that statement imply a construc- 
tion of the Walsh-Healey Act? Because you are aware, are you not, 
that, under the Walsh- Healey Act, which hasn’t, so far as I know, 
been removed from the statute books, a company has got to be de- 
termined to be a regular manufacturer, so that if your procurement 
regulations were in conflict with the law 

General Wesrrnarincer. I don’t think our procurement regula- 
tions are in conflict with the law, and we require clauses in there that 
the Walsh-Healey Act would be observed. 

Mr. Rozack. Very good. So that this statement implies a construc- 
tion of the Walsh- Healey Act, which i is the question I asked you. 

General WesrruHatincer. By “construction of the Walsh-Healey 
Act,” what do you mean ? 

Mr. Ropack. When you state that the award to a company that has 
no manufacturing facilities is not prohibited, you are making a deter- 
mination under the Walsh- Healey Act that that company does not 
have to have any facilities. Do you follow me? 

General WesreHaLincer. No, sir; I don’t. 

Mr. Rorack. Let me go over it carefully. The first statement on 
page 3 states : 





The award of a contract to a company which has no manufacturing facilities 
at the time the bids are opened is not prohibited by procurement regulations. 

Now, you have agreed that the procurement regulations must be 
consistent with the Walsh-Healey Act? 

General WesTPHALINGER. That is right. 

Mr. Rosacx. Then, in effect, you are stating that it is your under- 
standing that it is consistent with the Walsh-Healey Act for a com- 
pany to have no manufacturing facilities at the time the bids are 
opened. Now, that follows, as night the day, I think your lawyer can 
probably advise you. 

General WesrpHALInGcer. We require the facilities to be available 
before the award is made, and we check to see that they are available. 

Mr. Rosack. Is that consistent with your statement? 

General WestrHaAtinceR. I think so—I think it is compatible. 

Mr. Ropack. At this time, with your permission, Mr. Chairman, 
if the Army witnesses will stand by, I would like to ask the General 
Counsel for the General Accounting Office to come to the witness 
stand. 

Mr. Hoxtrretp. Please stand by. 

Will you identify yourself to the reporter, please ? 

Mr. Wetcu. My name is J. Edward Welch, Associate General 
Counsel of the General Accounting Office. I have with me Mr. 
Marshall Lynn, who is one of our review attorneys on procurement 
cases in the Office of our General Counsel. 

Mr. Hortrteip. Will you gentlemen be sworn? 

Do you swear that the testimony you are about to give before this 
committee will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Wetcn. I do. 

Mr. Lynn. I do. 


92420-—57—_—_-20 
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TESTIMONY OF J. EDWARD WELCH, ASSOCIATE GENERAL COUNSEL, 
GENERAL ACCOUNTING OFFICE; ACCOMPANIED BY MARSHAIL 
LYNN, ATTORNEY, OFFICE OF GENERAL COUNSEL, GENERAL 
ACCOUNTING OFFICE 


Mr. Ropack. Mr. Welch, the chairman addressed to the Comptroller 
General a letter of inquiry dated March 25, 1957, to which a reply was 
given on April 2, 1957. Are you familiar with the inquiries and the 
replies ? 

Mr. We cu. I believe I am; yes. 

Mr. Rozacx. Now, one of the questions that was raised in this 
inquiry was a question as to whether, under the bidding laws and 
public policies related to those laws, a bid could be changed after the 
opening, but before the award. Do you recall that? 

Mr. Wetcu. Yes; I do. 

Mr. Rornack. Now, certain statements were made in that letter of in- 
quiry based upon what the subcommittee and staff understood as to 
the nature of the invitation for bid. It developed subsequently in 
testimony that the delivery dates specified on the invitation to bid 
were qualified by a rather complicated assumption clause device. And 
that had the effect of extending the delivery date. But in addition to 
that, it was developed in the testimony that a period of some 17 days 
beyond the time permitted even by the assumption clause was allowed 
the contractor. 

The sworn testimony of the Army witnesses was to the effect that 
this was a clerical error somewhere down the line. 

Now, the question which I would like you to advise the committee 
on is, What is the nature of a so-called mistake which allows the 
bidder an extra period of time beyond another bidder, and a mistake 
in which he, himself, had no participation ? 

Mr. Wetcu. Well, our office has consistently taken the view that 
the contract awarded to the successful bidder must be the contract 
which was offered in the invitation to all bidders, that to do otherwise 
is to give the successful bidder an advantage which was not offered 
other bidders and is, therefore, contrary to the procurement statutes. 

Mr. Rosack. Now, would that position cover the case which was 
developed in the subsequent testimony, and that is, that the successful 
bidder had a period of time attributed to an error, which period of 
time was crucial for it by virtue of the fact that at the time of the 
bid submission it had no facilities, and it needed precious days to 
acquire those facilities if it was going to even begin to make any de- 
livery effort. 

Mr. Wetcu. Yes, sir, I believe it was. We would feel that an addi- 
tional period granted for delivery would be a substantial advantage 
not offered other bidders, and therefore, an improper advantage. 

Mr. Rogsack. Did you hear testimony, or, are you aware of testi- 
mony that in some other cases—and one was testified to yesterday by 
Mr. Pelland of the General Accounting Office—there was a change 
in the specifications after the bids were opened but before the award 
was made and so the change went to the successful bidder, so to 
speak—now, would that be covered by the same statement that you 
made ? 
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This change in specifications, Mr. Welch, resulted, I believe, in 
more than doubling the unit price to the Government. And this 
change was made after the bid was opened and before the award was 
made. ; 

Mr. Wetcu. Yes, I think that would be a material change, and 
therefore one that should not be permitted. 

Mr. Rosackx. Would that in the ordinary case, if that were a con- 
sideration before your office at the time, result in the invalidation of 
the bids? : 

Mr. We cu. I think, if that case came to our attention in sufficient 
time for us to take or direct corrective action, we would do so. 

Mr. Rosack. Now, an inquiry was directed to the Comptroller 
General with respect to whether a Government contract could be 
awarded to a person who had no facilities at the time that he sub- 
mitted the award, and the substance of the reply by the Comptroller 
General was that this was a determination for the Department of 
Labor. Is that your general understanding? 

Mr. Wetcnu. Well, [ believe our reply indicated that as we read 
the Walsh-Healey Act we are unable to find that the act requires 
that a bidder be qualified at the time of submitting his bid, that it is 
suflicient within the requirements of the act if he qualifies by the time 
he gets the award. 

However, in our letters we pointed out that the administration of 
the Walsh-Healey Act comes within the jurisdiction of the Secretary 
of Labor. 

Mr. Ropack. Are you testifying that as you look at the wording of 
the law it is an open question as to whether the facilities have to be 
had before the bid is made or before the award is made, is that what 
you are testifying ? 

Mr. Wetcu. I don’t believe that we would hold that it was an open 
question, if the question came before us, the law and the regulations 
being what they are, I believe we would hold that it was sufficient if 
qualification existed at the time of making the award. 

Mr. Roswack. You realize, Mr. Welch, that if it were the case that 
you could acquire the facilities after the bid and before the award, 
that in effect nobody would be estopped from going into business and 
getting an award as long as he could get the facilities afterward, isn’t 
that the case? 

Mr. Wetcu. No. I would say, generally speaking, no one would be 
prohibited from submitting a bid, but he would be prohibited from 
getting an award unless he had qualified by obtaining the necessary 
facilities. 

Mr. Ropack. Do you understand that you and I could get a Quarter- 
master contract if we were low bidder, and then, after that was deter- 
mined, you and I had sufficient capital to go out and get ourselves a 
plant ? 

Mr. Wercu. Not after getting the contract—I think we have to 
have the facilities before the award is made to us. 

Mr. Rorack. Do we have to have them before the bid is submitted 
or opened ? 

Mr. Wetcn. That is a proper distinction I would make—I am not 
absolutely certain. 

Mr. Ropacx. In any case, this distinction in the first instance lies 
with the Department of Labor, is that your testimony ? 
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Mr. Wetcn. I believe that if they had a regulation on this point it 
would be controlling in this question. 

Mr. Rosack. Now, an inquiry was directed to the Comptroller 
General with respect to whether an individual through various com- 
panies in which he had controlling interest, could properly submit 
more than one bid on the same Government procurement when the 
same manufacturing facilities were to be utilized whichever company 
or companies under his control was the successful bidder. 

Now, what was your determination, speaking for the Comptroller 
General, in that case? 

Mr. Wexcu. As I recall, it was to the effect that multiple bidding 
per se is not necessarily against public policy, but we would believe 
that it should not be permitted where there was an opportunity—or 
where that practice was resorted to for the purpose of obtaining some 
improper advantage. 

Mr. Rozacx. Well now, the question is a little narrower than that, 
Are you putting it on the basis that it is a question of motive or intent? 

Now, this question was directed 

Mr. Wetcu. And also the possible effects. 

Mr. Rozack. This question was directed to the point whether, under 
the law and policy relative to procurement, multiple bids could be sub- 
mitted where it didn’t make any difference as to which of the multiple 
bidders got the award, since the same facilities were involved. 

Now, that is the narrow point at issue, and I would ask you to re- 
spond to that in accordance with what the Comptroller General con- 
veyed to this committee. 

Mr. We cu. Specifically, if I may quote the appropriate sentence 
from our letter of April 2 we stated: 

We do not believe, however, that an individual properly may submit more than 
one bid in a case where multiple awards might be made and the same manufac- 
turing facilities are to be utilized. 

And actually, we have a published decision that was rendered by the 
General Accounting Office in 1934, I believe, where we held just that, 
that it was improper for two or more bidders to bid with the view of 
using the same facilities in performance. 

Mr. Ronack. An inquiry was directed to the Comptroller General 
as to whether an individual who submits multiple bids through var- 
ious companies in which he has controlling interest can properly seek 
to obtain small business awards for any of his companies failing in the 
original bid. 

What was the response of the Comptroller General to that inquiry! 

Mr. Wreicn. The response was in the negative, in answer to that 
question. Specifically, again, if I may quote the appropriate sentence 
from our letter: 

Our answer to your question No. 4, therefore, is that we do not feel that such 
a bidder should be considered for a small business award, provided that there 
appears to be no legitimate reason for the submission of the multiple bids, such 
as where the bidder hopes to obtain partial awards for articles to be manu- 
factured in the plants of two or more of his companies. 

Mr. Ropacx. An inquiry was directed to the Comptroller General 
as to what obligation, if any, the Comptroller General had in the case 
of a frequent or consistent record of delinquencies in contract per- 
formance, recognizing in that inquiry that in the ordinary case the 
matter of delinquency is one for administrative determination. 
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What response does the Comptroller General make to that inquiry ? 

Mr. Wercu. Well, we pointed out the fact, as you just stated, that 
basically the question as to whether a company is so delinquent that 
he Reculd not be awarded a Government contract is for determination 
by the agency making the contract. 

"We stated that such failures, however, do constitute ground for 
debarment by procuring agencies under the applicable Army Services 
Procurement Regulations, and under the regulations of the General 
Services Administration. 

Mr. Rozack. Did you finish the comment there ? 

Mr. Wextcu. Just a moment. 

We went on tosay that— 

A bidder’s persistent irresponsibility admittedly should be a matter for our 
concern. 

And I believe that if a case should come to our attention where it 
was established that a bidder was a persistent violator to the extent 
that it seemed obvious that he should be declared to be an irresponsible 
bidder, we would, on the basis of a protest from other bidders, perhaps, 
take the matter up with the procuring agency to see if we couldn’t 
get the situation corrected. 

Mr. Rosack. Well, as a matter of law, is it not conceivable that a 
persistent delinquency in delivery comes to the same thing as allow- 
ing an extension of the delivery date before the award? Wouldn't 
it in effect come to the same thing? 

Mr. Wercu. It could, provided the persistent delinquency was due, 
in most instances was due, to inexcusable causes of delay. Of course, 
if the delays are excusable, that places another aspect on the question. 

Mr. Rogsack. The question was directed to the Comptroller Gen- 
eral as to whether it was repugnant to law or public policy for the 
wife of a Government official to receive contract awards from the 
Government, or for the Government official to intervene in any man- 
ner in contract affairs involving the company of a brother-in-law 
which owes him money or with which he was previously associated 
in a corporate capacity. 

Now, what was the response of the Comptroller General to that 
inquiry ? 

Mr. Hottrreip. Will you please read in full the response to that 
question ? 

Mr. Wetcu. Yes, sir. That was your question No. 6. And our 
response was this: 


In regard to your question No. 6, you refer to the fact that there is no Fed- 
eral statute which specifically bars the Government from contracting with the 
spouse of one of its employees. But it is stated that where the matter has been 
litigated in State jurisdictions, the courts have not refused to recognize that 
an unlawful conflict of interest may reach a public officer whose wife enters 
into contractual arrangements with the Government agency. It is indicated 
that there are also decisions to contrary effect, that the relationship is not a 
disqualifying interest. The only case cited in which the Federal Government 
was involved is a published decision of our office, 22 Comptroller General 943, 
in which it was held that there could be no objection to an award of a post 
office contract to a wife of a letter carrier who was not in any manner respon- 
sible for the letting of the contract. Emphasis is placed, however, on a state- 
ment in that decision which is in part that: “Payments to or contracts with 
wives of Government employees are open to criticism for possible favoritism 
and preferential treatment, and it has been held that such payments or con- 


a should not be made except for the most cogent reasons” (7 Comp. Gen. 
17). 
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We do not believe that in the ordinary case it would be necessary to consider 
an award to the wife of a Government employee to be against public policy. 
We are of the opinion, however, that it would be repugnant to public policy 
for the wife of a Government official occupying a major administrative or 
policymaking position to receive any such award, regardless of the existence of 
any direct or immediate authority in him to approve the award or to make 
decisions respecting controversies which might develop between the Government 
and the contractor. His position would, in itself, tend to create a basis for 
favoritism in the making of the award, or in the settlement of disputes on 
questions arising out of the contract. 


Mr. Ropzack. Now, in the last question to the Comptroller General 
you were to advise the committee what further action was indicated 
by the answers given, and I believe in your letter to the chairman, 
that is, the letter of the Comptroller General to the chairman, it is 


stated that—well, you read the concluding paragraph. 
Mr. Wetcu. Sure. 


In answer to your seventh question, our office normally would be required to 
consider the advisability of requesting the cancellation of any contract which 
had been awarded under the circumstances forming the basis of your questions 
Nos. 1, 3, and 6. In any case, we would feel obligated as a matter of policy 
to take such action as might be deemed appropriate to prevent a recurrence 
of any of the objectionable practices disclosed in the case under investigation, 
We have, however, adhered to the rule that we would take no action in a case 
while it is under investigation by a congressional committee unless advised that 
such action will not interfere with the committee’s investigation. 

Mr. Houtrrevp. Our records are available to the Comptroller Gen- 
eral, and any action which they might contemplate will not affect the 
committee’s investigation. 

Mr. Wetcu. Thank you, sir. 

Mr. Horirretp. And you may so inform the Comptroller General. 

Mr. Wetcu. I certainly will. 

Mr. Morean. Mr. Chairman, I would like to direct a question to 
the military witnesses and have Mr. Welch stand by for just a 
moment. 

Mr. Houtrtevp. All right. 

Mr. Morcan. General W estphalinger, do you, or one of your assist- 
ants have a copy of abstract of bids on IB-389, issued January 10, 
1956 ? 

General WestPHALINGER. Yes; we do have it. Mr. Kostos will talk 
to it. 

Mr. Morean. On that invitation—was a bid submitted in the name 
of Centre Manufacturing Co. ? 

Mr. Kosros. Yes. 

Mr. Morean. And where did they indicate their plant location 
to be? 

Mr. Kosros. Selma Garment Co., Selma, Ala. 

Mr. Morean. Was a bid also submitted in the name of Selma 
Garment Co. ? 

Mr. Kostos. Yes, sir. 

Mr. Morean. And where did they give their location to be? 

Mr. Kosros. It is noted on the abstract, Mr. Morgan, just the Selma 
Garment Co. 

Mr. Morcan. Who was the low bidder in this instance? 

Mr. Kosrtos. The bid submitted by Selma manufacturing was low. 

Mr. Morean. And what was the result of this bid? Did Selma get 
the award? Did they refuse to grant the Government an extension of 
the option for time to accept ? 
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Mr. Kostos. The record indicates that the bid of Selma Garment 
contained a 15-day option period, at the expiration of that option 

riod the bidder declined to extend the option period. 

Mr. Morean. And to whom was the award made? 

Mr. Kostos. To Centre Manufacturing Co., contract No. QM-8140. 

Mr. Morean. Arid that was at a higher price than the bid sub- 
mitted by Selma? 

Mr. Kosros. Yes; it was. 

Mr. Morean. Mr. Welch, my question to you is, that it appears 
from the information contained in this abstract, does it not, that 
both Selma Garment Co. and Centre Manufacturing Co., two ‘firms 
which are not related according to the information that we have, sub- 
mitted bids indicating the same place of manufacture, Selma Gar: ment 
Co. The low bidder, Selma Garment Co., refused to extend their 
option to the Government, making it necessary for the Government 
to award the higher price to C entre Manufacturing Co., which might 
have had some connection with Selma at the time of the bid. ‘Do 
you have any comments to ms ake on this case ? 

Mr. Wetcu. Well, on its face, that appears to be the situation that 
we had in that published decision which I mentioned, where we had 
two companies—first, I think we would have to know whether or not 
the companies are actually affiliated. It would seem to me there must 
be some affiliation to produce a result like that. 

Mr. Rosack. Isn’t the question you want to know whether it is a 
dummy bid, isn’t that what you want to know ? 

Mr. Weicu. Yes; I suppose so. 

Mr. Rosacx. I don’t mean a dummy bid, but that is to say that the 
bids were submitted by two separate corporations, but as far as the 
evidence goes as to where the material would be produced, there was 
no difference bet ween the two. 

Mr. Wetcn. I think the answer to the problem would have to de- 
pend on the specific facts in the case. Perhaps the Centre Co. was 
contemplating subcontracting to Selma, and if Centre was, in itself, 
a qualified bidder as required by the Walsh-Healey Act, if that were 
the situation, then there wouldn’t necessarily be any objectionable 
feature to the situation. 

Mr. Ropacx. Now, in the light of the Comptroller General’s deci- 
sion that multiple bidding in “the case of identical facilities is not 
permissible, does it not become a moot point, moot question, as to 
whether the Army procuring activities ought to consider devices to 
require bidders to specify option dates ? 

Mr. Wetcu. Yes. 

Mr. Ropack. Let me put it this way 

Mr. Hourrretp. Your answer was, “Yes” ? 

Mr. Wetcn. Yes: I think that would be desirable. 

Mr. Ronack. If multiple bidding where identical facilities are to 
be utilized is not permissible under the law, then changing the option 
requirements to eliminate some of the evils associ: ited with that. be- 
come superfluous, does it not? Itis illegal. 

Mr. Wetcn. Well, perhaps I went too far in making a categorical 
answer. I think an important fact that has to be considered in that 
situation is whether or not there was any rel: ationship between the two 
companies. ( onceivably, I think, the two companies could be sub- 
mitting bids proposing to have the same place of manufacture under 
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circumstances that would not necessarily be objectionable, and that is 
where company A intends to completely subcontract the work. 

Mr. Rogwack. Well, the testimony of the Army witnesses seems to 
be that multiple bidding is not permissible in cases where some indi- 
cation of collusion or fraud can be shown. Now, the chairman’s let- 
ter cited McMullen v. Hoffman (174 U.S. 639 (1899) ), in which the 
Supreme Court of the United States wasn’t concerned whether fraud 
could be shown as long as the potentialities for fraud were shown. 

Furthermore, the court expounded on the situation with regard 
to a low bidder; they threw out an arrangement between the two 
bidders that tried to rig the bid situation by one being high and 
one being low, and even though the contract was awarded to the 
low bidder, that doesn’t matter with the Supreme Court, because if 
they were bona fide bids instead of fictitious bids, the price might 
have even been lower to the Government. 

Mr. Wetcu. Well, unless we knew that it was legitimate bidding, 
I think we would have to resolve the doubt in favor of its not being, 
if the case came before us. 

Mr. Hortrrevp. Mr. Lipscomb has some questions. 

Mr. Liescoms. Mr. Chairman, I would like to refer to the analysis 
that was submitted to the committee this morning entitled “Cost To 
Procure and Inspect Clothing.” 

The first question I would like to ask is: Are there any Army or 
service personnel salaries included in establishing these costs, or are 
these just civilian ? 

General WesteHatincer. Mr. Lipscomb, Mr. Wolverton is more 
familiar with these figures. They are prepared by the Philadelphia 
Quartermaster Accounting Agency, and If would like to have him 
speak to these figures here. 

Mr. Wotverton. My information, Mr. Lipscomb, is that it includes 
everything that accountants could possibly find that was a Govern- 
ment expense relative to the administration of these contracts. 

Mr. Lirescoms. And that includes both military and civilian 
personnel ? 

Mr. Wotverton. Yes. 

Mr. Lirscoms. And then I would like to ask what the term “inspee- 
tion only” means, which appears down within the analysis? 

Mr. Wotverton. Well, that is the cost attributable to the inspectors 
going to the plant and inspecting the items as they are presented for 
acceptance by the Government. 

Mr. Lrescoms. And then the next item, “field inspectors only”? 

Mr. Wotverton. Well, field inspectors would limit the inspection 
costs to only that incurred by field inspectors, where the first cost 
would include administrative expenses at inspection headquarters. 

Mr. Lirscoms. Are the items listed here, “Inspection only” and 
“Field inspectors only” two different items? 

Mr. Wotverton. No. “Field inspectors only” would be included 
as part of the total cost—in other words 

Mr. Larscoms. Are you sure that 

Mr. Wotverton. The $435,000 is part of the $682,000. Now, it is 
just a refinement to show, of the inspection cost, how much was ac- 
tually incurred by inspectors in the field. 

Mr. Liescoms. You will notice at the top of the chart it says “Cost 
of inspection, $682,252.” And then down within the chart it says, 
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“Inspection only,” $682,252.” And then it says “Field mspectors 
only, $435,348.” 

Mr. Wotverton. Yes, sir; the $435,000 is part of the $682,000. 

Mr. Lrescoms. Further on where it says “Average cost of inspec- 
tion per contract per month,” you use a figure of $219. 

Mr. Wotverton. Yes, sir. 

Mr. Liescoms. That refers only to field inspection. Now, why is 
that ? 

Mr. Wotverton. I don’t see any indication of that, Congressman. 

Mr. Liescoms. Well, 6 times $219 comes to $1,314. 

Mr. Wotverton. Well, if that is the case, that is the case, then. 

Mr. Lirscoms. Well, if your statement is correct 

Mr. Wotverron. I didn’t prepare these figures. These were pre- 
pared in Philadelphia at my telephonic request for them. 

Mr. Lirscoms. If your statement were correct, then it should be 6 
times whatever it is to get $2,061. So it indicates on the chart that 
“Inspection only” and “Field inspectors only” are two different items. 

Mr. Wotverton. Would you mind going over that again? I didn’t 
follow it. 

Mr. Lipscoms. Down in the last column where it says “Average cost 
of inspection per contract per month” it says, “Average length of 
inspection is 6 months.” So you take the figure that it is worked out 
to, $219, and multiply that by 6. And that comes to $1,314. 

Mr. Wotverton. I would conclude, I think that it meant inspectors 
only. 

Mr. Liescoms. Why wouldn’t the chart include the total inspection, 
then ? 

Mr. Wotverton. There is no reason why it shouldn't. 

Mr. Lipscoms. You were giving us all the data on this chart, I 
take it ? 

Mr. Wo xverton. If you would like that information provided, we 
would be pleased to give it. 

Mr. Lipscoms. And then in working out the chart 

Mr. Wotverton. I think, Congressman, the important point of these 
figures—I believe you had the impression yesterday that we spent so 
much money on administration of contracts, and you said in reference 
to the Marine Corps that we spent as much as the uniforms are worth. 
And these figures were presented to you to show that that was not 
the case. 

Mr. Liescoms. But if you don’t use all the figures, you can’t tell. 

Mr. Wotverton. We are using all the figures, Congressman; only 
the breakdown on that particular item did not include total inspection 
figures. But if you look above, the main figure to look at to get the 
picture of this thing is that the average cost per dollar value of what 
we procure—that was your question yesterday; you said you thought 
the Marine Corps might be spending as much on administering the 
contract for baseball uniforms as they actually cost. This figure shows 
na our costs are actually 1.92 cents per dollar value, or 2 cents on the 

ollar. 

_ Mr. Lirscome. If you use a different pattern—I mean, anyone read- 
ing this that is not familiar with it, in reading this, wouldn’t it be 
assumed that “Inspection only” and “Field inspectors only” were dif- 
ferent items, if you are using them in a different pattern at the bottom 
of the chart ? 
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Mr. Wotverton. I wouldn’t, because I am familiar with what was 
intended here. 

Mr. Liescome. In other words, my first look at this thing told me 
that you should have added $682,000 and $435,000, and the total of 
those 2 items should be included in the cost of inspection. 

Mr. Wotverton. Well, I am sorry it gave you that impression, 
because that is an erroneous impression. It does not include both, 
We wouldn’t have $682,000 to be added to the $435,000. The $600,000 
figure includes the $400,000 figure. And the most important figures, | 
again say, are this first line on the chart, and the figure that answers 
your question indicates that our total costs are about 2 cents on the 
dollar on our procurement. That is the point we wanted to get across 
to you. 

Mr. Lirscoms. And then under “Cost of execution”, you listed it 
up at the top of the chart but you don’t insert it at the bottom where 
you break it down to average cost per contract. You do not insert it 
at that point, where you get average cost per dollar procured, average 
cost per contract. It is left entitrely out of that section. 

Mr. Wotverton. Congressman, we will gladly give you any figures 
you wish, prepare them in any manner you wish. This was only pre- 
sented to indicate to you that the cost on your procurement is approxi- 
mately 2 cents on the dollar value of our items procured. That is the 
big point that we wanted to get across to the committee. I felt that 
when you left here yesterday you had the wrong impression. I think 
you walked out of this room with the thought that our expenses were 
very high, that they were almost as high as the cost of the items them- 
selves. And the purpose of these figures is to show that they are 
only 2 cents on the dollar. 

Mr. Lirscoms. I may say that the chart—I may be wrong in my 
assumption, but the chart certainly doesn’t prove anything to me at 
this point. You are using 331 contracts with a value of $62 million. 
I was talking about a baseball-uniform procurement that amounted to 
around $74,000. And, if you apply the same percentage on this, which 
is about 2 percent, to that contract, you would get the cost that you 
would average out here; it is true. But I would think that, when you 
submit a statement to the committee to clarify your point, you would 
do it in such a fashion as to include all the figures. I wasn’t com- 
plaining about the chart; I was trying to get a clarification. But now 
I would like a complete chart. 

General WesrpHarincer. Mr. Lipscomb, may we withdraw that, 
and we will submit it the way you would like to have it. 

Mr. Lirscomr. Mr. Chairman, I don’t feel that this chart is complete 
enough to insert in the record. 

Mr. Horirrecp. Will you please get the additional information for 
Mr. Lipscomb? And will you also verify, Mr. Wolverton, the element 
of military salaries and see if that is included in this cost. 

General WestrpHALINGER. We will make a notation to that effect. 
Mr. Lipscomb, so that I may be sure of exactly what you want, can 
you highlight exactly what you are hunting for ? 

Mr. Horrrrexp. Let Mr. Lipscomb confer with your accountant as 
to that, unless you want to make a statement on it. 

Mr. Lirescoms, Mr. Chairman, I just think that as long as they are 
going to submit a statement to the committee, an analysis of costs, 
of procuring and inspecting clothing, it should be a complete and over- 
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all analysis as it can be evaluated. I will point out just one thing on 
the last line. The average cost of inspection per contract per month, 
average length of inspection being 6 months is listed at $219. And 
that refers only to field inspectors. Now, if they had referred it to 
interpretation that has been put on by the service, it would have 
average out at $343.50 per month. 

General WesteHatinerr. All right, on that basis, Mr. Lipscomb, we 
will withdraw that and resubmit it. 

Mr. Liescoms. And then the chart says, “Inspection dk and 
“Field inspectors only.” It is easy, in my mind, to come to the con- 
clusion that these two should be added together to get the total cost of 
inspection, the way it is on the chart. 

Senaee! WESTPHALINGER. I can see there are some defects. 

Mr. Lirescoms. And then on the cost of execution per contract. It 
was left off where it shows average cost per dollar procured and average 
cost per contract. So, from the chart you cannot tell how much it cost 
to execute a contract on an average cost per contract. 

General WestrHa.incer. I regret very much that it is not a clear 
chart, and we will have it submitted correctly. 

Mr. Lirscoms. And I want also to state that when I began asking 
questions on the chart I wasn’t intending to be critical, but trying 
to get information. I am critical of the chart at this point. 

General WrsreHatrncer. I understand. I see that it leaves a lot 
to be desired, and we will have it corrected. 

Mr. Hortrterp. Mr. Morgan. 

Mr. Morean. Captain Caras, on the request for approval of award, 
can you explain what an overextended contractor’s list is ? 

Captain Caras. Very generally, sir, that is a list which is pub- 
lished by the Department of the Army, wherein approval of the 
Department of the Army is required prior to making an award. 

Mr. Morean. But on this item of overextended contractor’s list, does 
that refer to a list of contractors that are booked beyond their ca- 
pacity at the present time ? 

Captain Caras. Not necessarily, sir; I wouldn’t construe the direc- 
tive to be as such. 

Mr. Morcan. What is the purpose of the list, and what function 
does it—— 

Captain Caras. In my opinion, at my level, it deals primarily with 
debts to the Government resulting from other matters in the past. 
It deals primarily with finances, and that the bidder is indebted to 
the Government. 

Mr. Morcan. In other words, it applies only to financing, and not 
to their capacity to produce? 

Captain Caras. Yes, sir. 

Mr. Moraan. Plant capacity, I mean. 

In this request for approval of award, on page 3, item 5, could 
you tell us what it states there as to the estimated price on this pro- 
curement directive ? 

Captain Caras. You are referring to the request for approval 
on—— 

Mr. Moraan. 8923. 

Captain Caras. Yes, sir. Paragraph 5? 

Mr. Morean. Page 3. 
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Captain Caras. I make the following statement : 


Estimated price on PD is $2.43. Procurement of this item was June 1953 
at a price of $2.59. The proposed award at a price of $3.35 per 10-day discount 
is considered to be fair and reasonable, and in line with the current market 
prices, because of the increase in minimum-wage law which went into effect 
March 1956. 

Mr. Morean. Who furnished you this estimated price of $2.43? 

Captain Caras. The procuring activity. 

Mr. Morcan. And, because this award was a certain percentage 
over and above that price, you had to request authority, or your 
office had to request authority from Washington to make this award; 
is that not correct; I mean, normal regulations prescribe that pro- 
cedure ? 

Captain Caras. Those are our policies; yes, sir. 

Mr. Morean. Captain Caras, last week it was stated in testimony 
that there was no request sent out for an extension of the option pe- 
riod on this particular award. Would you like to correct that state- 
ment ¢ 

Captain Caras. Did I make that statement ? 

Mr. Morean. No; you did not make it, but it was made by one of 
your other witnesses. 

Captain Caras. That I did not request an extension of the option on 
this particular procurement ? 

Mr. Morean. Right. 

Captain Caras. Sir, it is evident that I did. 

Mr. Morean. Will you tell us when that was requested, and in what 
manner ? 

Captain Caras. It was requested from the participant on October 
11, 1956, by electrical communications, book telegram, on a priority 
basis. 

Mr. Morcan. What was the date of your request for approval from 
Washington ? 

Captain Caras. It was on November 6. 

Mr. Morean. And at that time had you received the second pre- 
award survey report ? 

Captain Caras. Yes, sir; I had received it on that date, yes, sir, 
by telephonic means, and also by Disposition Form 36. 

Mr. Rozsacx. What date was that ? 

Captain Caras. November 6. 

Mr. Morgan. In other words, you received this information before 
the facility capability report was dated formally? This report is 
dated November 8, 1956. 

Captain Caras. That is a disposition form which was made on the 
date November 6, which was received at the office by telephonic means, 
and which was communicated to me the same day, which was also 
the same day which I satisfied myself as to the access to the facility. 

Mr. Moraan. Is Colonel Sawyer here? 

General WesTPHALINGER. Not in the room. 

Mr. Morean. Heis not in the room? 

General WesTPHALINGER. No. 

Mr. Morean. We asked that he be present today. 

Mr. Wotverton. If you wish, we will produce him. 

Mr. Moraan. Can we have him right away ? 

Mr. Wotverton. You can have him right away. 
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General WestrHaA.incer. He is down on the third floor. He will 
be here in a minute. 

Mr. Morean. We have a number of documents that have been fur- 
nished by the ro and rather than take up the time to go into each 
one separately, if the committee could reserve the right to insert any 
of these into our record that are pertinent and use the material, we 
will not go into these at this time. 

Mr. Hottrrecp. The committee has the right, of course, to use any 
material submitted, unless it is classified. And I assume that none of 
this is classified. 

General WestpHauincer. Mr. Chairman, I cannot claim any classi- 
fication on anything in the record. 

Mr. Morean. Captain Caras, was Colonel Sawyer your predeces- 
sor? 

Captain Caras. He was my successor, and he was my predecessor. 

Mr. Morean. Is he back in that office now ¢ 

Captain Caras. No, sir; he is at another station now. We switched 
jobs. ' 

Mr. Houtrtetp. Colonel Sawyer, were you sworn before ? 

Lieutenant Colonel Sawyer. No, sir; I have not been. 

Mr. Hotrrrevp. I think we have just a couple or three questions of 
ou. 

Will you swear that the testimony you are about to give before this 
committee will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Lieutenant Colonel Sawyer. I do. 


TESTIMONY OF LT. COL. FERDINAND SAWYER, QUARTERMASTER 
CORPS, UNITED STATES ARMY, RICHMOND QUARTERMASTER 
DEPOT, VA. 


Mr. Morean. Colonel Sawyer, were you previously located in the 
Philadelphia Quartermaster Depot? 

Lieutenant Colonel Sawyer. I was. 

Mr. Morean. In what capacity ? 

Lieutenant Colonel Sawyer. As Chief of the Utility Clothing See- 
tion and contracting officer. 

Mr. Morgan. For what years ? 

Lieutenant Colonel Sawyer. From about October 25, 1955, to No- 
vember 1, 1956. 

Mr. Moraan. Were vou there at any time between the years 1951 
and 1955? 

Lieutenant Colonel Sawyer. Not other than the date stated in 1955, 
sir. 

Mr. Morcan. Did you ever come in contact with Mr. H. D. Wynn? 

Lieutenant Colonel Sawyer. Yes, sir. 

Mr. Morean. Can you recall the approximate number of times he 
visited with you, or that you met with him? 

Lieutenant Colonel Sawyer. No, sir; I could not. 

Mr. Morgan. Was it several? 

Lieutenant Colonel Sawyer. I would say in excess of 6 times, any- 
way. 

Mr. Morcan. Did Mr. Wynn at any time mention to you that his 
brother-in-law was an offical in Washington ? 

Lieutenant Colonel Sawyer. No, sir; he didn’t. 
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May I add that it was not until December when I read the news- 
paper articles that I knew that there was any connection. 

Mr. Morean. Did Mrs. Ross ever contact you at any time between 
the period October 1955 and November 1956? 

Lieutenant Colonel Sawyer. Yes, sir. 

Mr. Morgan. How many times? 

Lieutenant Colonel Sawyer. I would say at least three times in the 
conference room, possibly more. 

Mr. Morean. Did you know at any time prior to December of 1956 
that there was a connection between Mrs, Ross and Mr. Robert Tripp 
Ross ? 

Lieutenant Colonel Sawyer. No, sir. 

Mr. Morean. Did you know of any connection between Mr. Wynn 
and Mrs. Ross? 

Lieutenant Colonel Sawyer. No, sir. 

Mr. Horrrrerp. Thank you very much. 

Are there any further questions? 

(No response. ) 

Mr. Hoirmxp. Thank you very much, Colonel Sawyer. We just 
needed those answers to questions to complete the record on this matter, 
and we are glad to have your testimony. 

Tomorrow we will hear the Small Business Administration, the 
Department of Labor, and the General Services Administration on 
certain procurement questions raised in this inquiry. 

General Westphalinger, the Army witnesses are now excused. I 
know you will be glad to get this information. And, as I said before, 
you may have available copies of my letter to the Comptroller General 
and his reply. And I want to thank you and Mr. Wolverton and 
Captain Caras and all the rest of the witnesses for your cooperation 
with the committee during this inquiry. 

And if you will furnish to the committee such information as has 
been requested and not yet furnished, we will be glad to receive it. 

General WestpHaLincer. Mr. Chairman, we will be very happy to 
furnish all the requested information as rapidly as we can. 

And I want to express the Army’s appreciation for the very dignified 
and courteous manner in which you have conducted this meeting. 
We have had several meetings here on other subjects, and it has been 
a pleasure to see such a fine group of Congressmen and work with 
them. 

Mr. Hortrrerp. Thank you very much. 

The committee stands adjourned. 

(Whereupon, at 12 noon the committee recessed to reconvene at 
10 a. m., on Friday, April 12, 1957.) 

(The material requested during the hearings follows :) 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE QUARTERMASTER GENERAL, 
Washington, D. C., April 26, 1957. 
Hon. CHET HOotrrrerp, 
Chairman, Military Operations Subcommittee, 
Committee on Government Operations, House of Representatives. 

Dear Mr. CHAIRMAN: AS you requested at the hearings on military clothing 
procurement held before your subcommittee on April 11, 1957, the enclosed 
answers to the 18 questions presented to Maj. Gen. Henry R. Westphalinger are 
submitted for the record. 

Sincerely yours, 
Mavrice L. PAaRrapis, 
Office of the General Counsel. 
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INDEX TO TABS 


Tab I. This tab contains a list of all contracts awarded to Wynn Enterprises, 
Inc., and their affiliates since January 1, 1951, together with information con- 
cerning the rejection of low bids in those procurement actions. This informa- 
tion is furnished according to companies as follows: 

Tab I-a. Centre Manufacturing Co., Inc. 
Tab I-b. Florida Athletic Co. 

Tab I-c. Majorette Sportswear Co. 

Tab I-d. Salvage Company of Tennessee 
Tab I-e. Southern Athletic Co. 

Tab I-f. Southern Sportswear Co. 

Tab I-g. Wynn Enterprises, Inc. 

Tab Il. This tab contains a list of contracts which involve an award to the 
Wynn companies as small business together with information as to their dollar 
value. 

Tab III. This tab contains information concerning procurements in which one 
Wynn company was awarded a partial amount and another Wynn company 
received a small business setaside award. 

Tab IV. This tab contains a list of all procurement actions in which bids were 
submitted by more than one Wynn company. 

Tab V. This tab contains a list of procurement actions in which more than one 
Wynn company submitted a bid in which identical producing facilities were 
specified. In some instances the facilities specified were identical as to address 
of plant only. 

Tab VI. This tab contains a list of all procurements in which awards were made 
to more than one Wynn company. 

Tab VII. This tab contains a list of all contracts in which no preaward survey 
was made and those in which more than one preaward survey was made indi- 
cating to the extent possible the reasons therefore and the results. 

Tab VIII. This tab contains information concerning the procurement actions in 
which more than one Wynn company bid and a renewal of the option on the 
lower price was denied while an extension of the option on the higher price was 
granted. 

Tab IX. This tab contains information concerning the maximum number of con- 
tracts simultaneously held by any or all of the Wynn companies. 

Tab X. This tab contains a list of all contracts in which deliveries were late. 
The deliveries are classed as to whether they were the responsibility of the 
Government, the contractor or both. 

Tab XI. This tab contains a list of all contracts in which the specifications were 
changed after bid opening but before award indicating price changes, if any. 
Tab XII. This tab contains a list of all contracts in which specifications were 

changed after award indicating the number of changes and the price revisions. 

Tab XIII. This tab contains a list of all contracts in which a dispute arose con- 
cerning the return or disposition of Government-furnished property indicating 
the nature of dispute and its resolution. 

Tab XIV. This tab contains a list of all contracts in which a performance bond 
was requested covering the time at which it was requested and the time at which 
it was furnished. 

Tab XV. This tab contains a list of all contracts in which the bid failed to 
specify either the number of employees or its status as a regular dealer or 
manufacturer. 

Tab XVI-A. This tab contains a list of all contracts which involved amended 
delivery schedules before award setting out the extent to which they were 
modified. 

Tab XVI-B. This tab contains a list of all contracts which involved amended 


delivery schedules subsequent to award setting out the extent to which the 
delivery schedule was modified. 


Tab XVII. This tab contains a list of visits made to PQMD by Mr. H. D. Wynn, 
Claire Wynn Ross, or Mr. Robert Tripp Ross from November 1954 to date. 

Tab XVIII. This tab contains a list of all contracts signed by Mr. Robert Tripp 
Ross, Claire Wynn Ross, Mr. H. D. Wynn, and other officials who signed these 


contracts. This list includes the company’s name and the position of the 
signatory. 
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Tap l-A 
CENTRE MANUFACTURING Co., INC. 


Contract No. TAP—205 OI 239. 

P/D or MIPR No. P/D NY-1-0032-00-3-07,. 
Date of award : November 18, 1952. 

Item : Trousers, utility, cotton, OG—107. 
Contract quantity : 200,000 pairs. 

Unit price : $0.6949 each. 

Total contract consideration : $138,980. 
Rejected low bids: 


The S. W. S. Co. bid on 240,000 units at 67 cents. This bid was conditioned 
upon the bidder not receiving an award under another I/B. Since the firm 
received an award under the other I/B this bid could not be considered. 


SENTRE MANUFACTURING Co., INc. 


Contract No. TAP-—2403, OI 2461. 
P/D or MIPR No. P/D MIPR-—A-107-00255-3. 
Date of award: June 25, 1953. 
Item : Trousers, utility, cotton, OG—107. 
Contract quantity : 125,000 pairs. 
Unit price : $0.6989 each. 
Total contract consideration : $87,362.50. 
Rejected low bids: 

1. Choctaw Manufacturing Co., $0.6725. No open capacity, based on award 
of TAP-487. 

2. Freidman Pants Co., $0.721%4. Conditioned on nonreceipt of award on 
TAP-420. This award received. 

3. Richard P. Dinn, $0.6725. No business in existence. 

4. Continental Hat & Cap Co., $0.69. Qualified bid, void if awarded TAP-351. 
Award on TAP-351. 

CENTRE MANUFACTURING Co. 


Contract No. QM-6742 OI 1389. 
P/D or MIPR No. MIPR No. 33-602-6-8405-238. 
Date of award: January 18, 1956. 
Item : Jacket, man’s, cotton, tan, tropical. 
Contract quantity : 25,000 at $2.90 ; 15,000 at $3. 
Total contract consideration : $117,500. 
Rejected low bids : 

No low bids were rejected in this procurement. 


CENTRE MANUFACTURING Co. 


Contract No. QM-8140 OI 9215. 
P/D or MIPR No. MIPR 33-602-6-8405-116. 
Date of award : June 30, 1956. 
Item : Shirt, utility, cotton, sage green, shade 509. 
Contract quantity : 90,000 at $1.35. 
Total contract consideration : $121,500. 
Rejected low bids: 
No low bids were rejected in this procurement. 


CENTRE MANUFACTURING Co. 


Contract No. QM-8323 OI 227. 
P/D or MIPR No. MIPR 33-602-6—-8405-104. 
Date of award: July 31, 1956. 
Item: Jacket, man’s, tan, tropical. 
Contract quantity: 75,210. 
Unit price : $4.47. 
Total contract consideration: $336,188. 
Rejected low bids: 
Royal Manufacturing Co., at $4.38 for 25,000 and $4.48 for the next 25,000. 
Bidder was found to be not responsible when it was determined that its financial 
resources were inadequate and it was financially incompetent to perform. 
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CENTRE MANUFACTURING Co. 


Contract No. QM-8843 OI 105. 

P/D or MIPR No. MIPR 33-602-6-8405-346. 

Date of award: October 22, 1956. 

Item: Jacket, man’s, tan, tropical. 

Contract quantity : 60,000 at $4.52 each ; 15,000 at $4.76 each. 
Total contract consideration : $342,600. 

Rejected low bids: 

1. William I. Nathan Co., at $4.50 for 100,000. Bidder was rejected because 
of a lack of experience with this type of quality item. In addition, at the time 
of plant survey, surveyor was unable to determine capacity since no production 
personnel was at the plant. 

2. Southern Sportswear Co. Preaward plant survey recommended that bidder 
be considered for an award only if no award was made to bidder, Southern 
Athletic Co. or Southern Aviation under other I/B’s. Since Southern Athletic 
received two awards for manufacture at same plant specified by this bidder, 
bidder was not considered for award. 


Tab I-B 


Fiorina ATHLETIC Co., INc. 


Contract No. TAP-1781 OI 1839. 
P/D or MIPR No. MIPR-A-107-00111-3 ; MIPR-—A-107-00140-3. 
Date of award: May 19, 1953. 
Item: Liner, jacket, field, M—1951. 
Contract quantity : 71,800 pairs. 
Unit price: $0.9350 each. 
Total contract consideration : $67,133. 
Rejected low bids: 
1. Centre Manufacturing Co. bid on 200,000 units, at $1 to $1.04, rejected on 


the basis of a preaward plant survey due to current commitments and lack of 
capacity. 


2. Southern Athletic bid on 300,000 units, at $1 rejected as nonresponsive—big 
business. 


3. Grosse Pointe, $0.968, rejected due to being conditioned on receiving an award 
on TAP-305 which they received. 


Fiormwa ATHLETIC Co., INC. 


Contract No. TAP-17789 OI 1847. 

P/D or MIPR No. MIPR-—A-107-00111-3 ; MIPR-A-107-00140-3. 
Date of award: May 19, 1953. 

Item: Liner, jacket, field, M—1951. 

Contract quantity : 104,600 pair at $0.9275 each. 

Unit price : $0.9275 each. 

Total contract consideration : $97,016.50. 

Rejected low bids: 

1. Centre Manufacturing Co. bid on 200,000 units, at $1 to $1.04, rejected on 
the basis of a preaward plant survey due to current commitments and lack of 
capacity. 

2. Southern Athletic bid on 250,000 units, at $0.98, rejected as nonresponsive— 
big business. 

3. Grosse Pointe, $0.968, rejected due to being conditioned on receiving an 
award on TAP-305 which they received. 


FiLormaA ATHLETIC Co., INC. 


Contract No. TAP-91 OI 110. 
P/D or MIPR No. P/D NY-1-0034—00-3-07. 
Date of award: October 27, 1952. 
Item: Liner, jacket, field, M—1951. 
Contract quantity : 174,775 pairs at $0.96 each. 
Unit price : $0.96 each. 
Total contract consideration : $167,784. 
Rejected low bids: 
1. Cohn Fein Co., Wilkes-Barre, Pa., bid on 462,000 units, at $0.97 each. This 
bid was rejected on basis of preaward survey which stated that the contractor 
92420—57 21 
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was already obligated under three other contracts actual completion of which 
would be several months late. Accordingly contractor was found not to haye 
any open plant capacity for production under this P/D. 

2. The Sure-Fit Products Co., of Allentown, Pa., bid on 152,925 units, at $0.98 
each. While this bid was lower than the award price for the last 34,300 units 
the bid of the Sure-Fit Co. had to be eliminated from consideration due to q 
stipulation of a minimum quantity of 125,000 units. 


Tas I-C 
MAJORETTE SPORTSWEAR Co., INC. 


Contract No. QM-15818 OI 20036. 

P/D or MIPR No. NY-1-0602-00-1-02 (item 1), NY-1-0696—00-1-2 (item 2), 
Date of award: May 8, 1951. 

Item: Bag, barracks, blue. 

Contract quantity : 168,060 pairs at $1.72 each, 168,120 pairs, at $1.76 each. 
Total contract consideration : $584,954. 

Rejected low bids: 

Fiesta Shoes, at a bid price of $1.55. Bidder conditioned its bid on the basis 
that if it was successful on receiving an award on a dufflebag procurement it 
eould not produce under this procurement. Inasmuch as bidder received the 
duffiiebag award, no award was made under this procurement. 


MAJORETTE SPORTSWEAR Co., INO. 


Contract No. QM—15821 OI 20039. 

P/D or MIPR No. P/D NY-1-0696-00-1-02. 
Date of award: May 8, 1951. 

Item : Bag, barracks, blue. 

Contract quantity : 200,000 pairs. 

Unit price : $1.76 each. 

Total contract consideration : $352,000. 
Rejected low bids: 

No low bidders were actually rejected although both Fiesta Shoes and Apple. 
ton Fabrics were low bidders but were not awarded contracts under the instant 
procurement. Their bids were conditioned on not receiving awards on other 
procurements. Fiesta was awarded QM-15205 for the manufacture of duffle bags. 
Appleton was awarded QM-15300 for packs, field, cargo. 


MAJORETTE SPORTSWEAR Co., INC. 


Contract No. QM-—20853 OT 4430. 
P/D or MIPR No. N Y-1-—1402-00-1-07. 
Date of award: October 25, 1951. 
Item: Bag, barracks, blue, type I cord, tied. 
Contract quantity : 106,497 pair at $0.3837 each. 
Unit price : $0.3837 each. 
Total contract consideration : $40,862. 
Rejected low bids: 
No low bids were rejected in the procurement. 


MAJORETTE SPORTSWEAR Co., INC. 


Contract No. TAP-1191 OI 1249. 
P/D or MIPR No. MIPR A-107-00288-3. 
Date of award: April 10, 1953. 
Item : Trousers, field, wool, M—1951. 
Contract quantity : 60,000 pair at $2.90 each ; 24,500 pair at $3 each. 
Unit price : $2.90 each ; $3 each. 
Total contract consideration : $247,500. 
Rejected low bids: 
No low bids were rejected in the procurement. 
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Tas I-D 


SALVAGE COMPANY OF TENNESSEE, INC. 


Contract No. QM-—23490 OI 8691. 

P/D or MIPR No. P/D NY-1-0287-00-2-07. 

Date of award: January 15, 1952. 

Item: Trousers, shell, field M—1951. 

Contract quantity: 50,000 pairs, at $2.14 each; 50,000 pairs, at $2.17 each; 

100,000 pairs, at $2.20 each 
Total contract consideration: $435,500 
Rejected low bids: 

1. Waco Garment Co. Inc., for 85,000 at $2.35. Rejected because entire plant 
capacity in use during required delivery period. 

2. Sten-Way Clothing Co. for 50,000 at $2.27, 25,000 at $2.285, and 25,000 at 
$2.30. Rejected because entire plant capacity in use during required delivery 

riod. 

M3. Diamond Sportswear Co. awarded 50,000 at $2.30; rejected for 100,000 at 
$2.35. Rejected because open plant capacities totaled 50,000 for the required 
delivery period. 

4. Conro Manufacturing Co. for 100,000 at $2.27. Rejected because entire plant 
eapacity in use during required delivery period. 

5. Gillsom Manufacturing Co. for 100,000 at $2.35. Rejected because of “all 
or none” qualification. Quantity awarded to higher bidders totaled less than 
100,000. Nore.—The Cost and Price Analysis dated January 16, 1952, mentions 
high freight costs as additional reason for rejection. 

6. Blue Anchor Overall Co., Ine., for 50,000 at $2.26 and 50,000 at $2.34. Re- 
jected because entire plant capacity in use during required delivery period. 

7. Fulton Trouser Co., Inc., awarded contract for 120,000 at $2.11. Rejected 
for 240,000 at $2.22 because entire plant capacity in use during required delivery 
period. 

8. Wynn Enterprises, Inc., awarded for 50,000 at $2.25 and 50,000 at $2.27. 
Rejected for 50,000 at $2.35 or 200,000 at $2.37 because entire plant capacity in 
use during required delivery period. 

9. T. S. Lankford & Sons, awarded contract for 50,000 at $2.15, 50,000 at $2.16, 
and 50,000 at $2.17. Not considered for 50,000 at $2.18 and 100,000 at $2.19 be- 
cause it was interpreted that bid was for a maximum of 350,000 was awarded 
100,000 units on I/B 397 and 100,000 units on I/B 580. Eligible for award of 
150,000 units on this bid. 

Tas I-E 


SouTHERN ATHLETIC Co. 


Contract No. QM-8589 OT 8503. 

P/D or MIPR No. P/D NY-1-9235-00-1-7. 

Date of award: January 5, 1951. 

Item : Trousers, field, wool, serge, OD-—33, 18 ounce. 

Contract quantity: 70,000 pairs, at $1.5145 each; 100,000 pairs, at $1.5945 each 
Total contract consideration : $265,465 

Rejected low bids: 

1. Cohen-Fein rejected because plant survey shows that since they are presently 
performing on 15,000 jackets, equipment will be unavailable for this contract for 
the delivery schedule because 2,500 per day must be produced and facilities, floor 
space, and personnel are being used. Also, skilled hand basters and operators 
are unavailable. 

SouTHERN ATHLETIC Co. 


Contract No. QM—10654 OI 11837. 
P/D or MIPR No. P/D NY 1-0286—00-1-07. 
Date of award: February 6, 1951. 
Item: Jacket, field, W/O liner, M-—1950. 
Contract quantity: 75,000 at $3.53 each. 
Total contract consideration: $264,750. 
Rejected low bids: 
1. Bid of A. C. Sportswear, Inc., Worcester, Mass., bidder No. 106, at unit price 
of $3.50 was rejected on basis of report of plant survey dated January 23, 1951, 
by Regional Supervisor M. Carlucci, New York inspection branch. The recom- 
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mendation of no award was for following reasons: Poor quality of workmanship, 
inexperienced personnel for this item, and lack of necessary equipment. 

2. Bid of Cohen-Fein, Wilkes-Barre, Pa., bidder No. 65, at unit price of $3.47 
was rejected on basis of report of plant survey dated January 23, 1951, by Acting 
Supervisor John A. Boni, New York inspection branch. Recommendation of no 
award was made because bidder was working on 150,000 units of the same item 
under QM-8268, and all facilities were required for completion of that contract, 

3. Bid of Greenstreet, Inc., Chicago, Ill, bidder No. 114, at unit price of $3.12% 
domestic pack and $3.22% foreign pack was rejected by Captain Farnell, con- 
tracting officer, on basis of report from inspection branch that bidder was in 
financial difficulties and was delinquent on previous award due to inexperienced 
personnel. The P/D file contains a telegram from the bidder dated February 
14, 1951, canceling its bid. Information is furnished by Cost and Price Analysis 
Section that it has no credit file on this bidder. 

4. Bid of Regent Shops, Inc., Trenton, N. J., bidder No. 14, rejected as a low 
bidder, although its bid at unit price at $3.62 was apparently higher than any 
award made with the exception of award to E. Weinshel & Bros. Co., Milwaukee, 
Wis., bidder No. 84, of 5,000 units at $3.40 each and 2,500 units at $3.70 each, 
The P/D file does not contain an evaluation of bids, and the request for approval 
of awards states that Cost and Price Analysis Section findings are not required. 
The rejection was based on report of plant survey dated January 22, 1951, which 
states that facitities and personnel of this bidder were required for three other 
procurement contracts for a period of time extending beyond the delivery 
schedule of this procurement. 

5. Bid of Franklin Sportswear Co., Newburgh, N. Y., bidder No. 12, at unit 
price of $3.54 was rejected by virtue of being on the bidder’s debarred list at the 
date of this procurement. This has been verified by information received from 
Investigation and Claims Branch, Legal Office. 


SoutHerN ATHLETIC Co. 


Contract No. QM-11757 OI 13607. 
P/D or MIPR No. P/D 0599 and 0600. 
Date of award: March 1, 1951. 
Item: Trousers, wool, serge, blue, 84, 18 ounces. 
Contract quantity: 80,000 pairs. 
Unit price: $3.43 each. 
Total contract consideration: $274,400. 
Rejected low bids: 
Peter Jay Co. at bid price of $3.32. Bid rejected because it had no open 
capacity. Bidder was currently delinquent on OD trouser contract it was pro- 
ducing for Logerfo Bros., and did not have facilities to perform both contracts, 


SouTHERN ATHLETIC Co. 


Contract No. QM-—16478 OI 21157. 
P/D or MIPR No. P/D No. 1-1463-00-1-07. 
Date of award: May 29, 1951. 
Item : Jacket, field, W/O liner, M—1950. 
Contract quantity : 100,000. 
Unit price : $3.43 each. 
Total contract consideration : $343,000. 
Rejected low bids: 
Alda Manufacturing Co., 50,000 at $3.25 each rejected on the basis that no 
experienced personnel were available. 


SouTHERN ATHLETIC Co. 


Contract No. QM-21273 OI 5150. 
P/D or MIPR No. P/D ASMPA-30-287-—A-80-52. 
Date of award: November 9, 1951. 
Item: Bathrobe, striped, seersucker, large and medium. 
Contract quantity : 19,040 at $4.02 each; 14,540 at $4 each. 
Total contract consideration : $134,701. 
Rejected low bids: 
1. The following bids could not be considered since they were based on carded 
yarn and sufficient coverage was offered for bathrobes based on using specification 
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combed yarn. Page 4 of the schedule to the invitation stated that if the bidder 
cannot offer bids based on the use of specification cotton, seersucker cloth, 
































































47 alternate bid may be based on using cloth conforming to specifications with the 

ng exceptions of combing. The invitation further states that alternate bids will be 

no considered only in the event bathrobes cannot be obtained containing specifica- 
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ed. 2. Stylecraft Manufacturing Co. by telegram dated October 18, 1951, sub- 

ich mitted price of $3.94 for item No. 3 and $3.74 for item No. 4. These prices 

er were not considered since they were received after bid opening 1 p. m, October 

> 15, 1951. 

8. A worksheet prepared for the abstract of bids states that LaCrosse Gar- 
nit ment Manufacturing submitted a bid for item No. 4 as follows: 15,000 units at 
the $4.30 and 15,000 units at $4,42 based on specification yarn or 30,000 units at 
om $3.45 based on using carded yarn. The request for approval form does not 

list the above low bid of $3.45 as among those rejected for using carded yarn. 
Nor does the request for approval form give any other indication why this bid 
was rejected. A letter attached to the invitation and bid states the alternative 
bid of 15,000 to 30,000 units at $3.45 using carded yarn. 

4. The request for approval of award form states that Ann Kelly of Cali- 
fornia’s bid was $3.90 for item No. 3. The bid reveals that this bid was made 
for item No. 4, not item No. 3. The worksheet prepared for the abstract also 
indicates that said bid was made on item No. 4. 

5. It should be noted that the file does not contain the abstract of bids. 
The file does contain a worksheet apparently prepared for the abstract. 

pen SouTHERN ATHLETIC Co. 
pro- Contract No. QM—22257 OT 6620. 
cts. P/D or MIPR No. P/D NY-1-0196-00-2-07. 
Date of award: December 7, 1951. 
Item: Trousers, field, wool, serge, olive green-—108. 
Contract quantity: 300,000 pairs, at $1.29 each; 155,000 pairs, at $1.3375 each, 
Total contract consideration, $594,312. 
Rejected oo bids: 

1, No. } Southern Manufacturing Co., $1.8249, 422,000. 

The above rejected low bidder was low to one destination, Sharpe, however, 
Southern Manufacturing limited acceptance of its bid to “all or none.” 

SouTHERN ATHLETIC Co. 
t no Contract No. QM—22493 OI 6962. 
P/D or MIPR No. P/D NY-1-0177-00-2-07. 
Date of award: December 13, 1951. 
Item: Parka liner, M-1951. 

Contract quantity : 25,000, at $2.08 each. 

Total contract consideration, $52,000. 

Rejected low bids: 

There were no low bidders rejected. 

SouTHERN ATHLETIC Co. 

Contract No. QM-22810 OI 7487. 

_— P/D or MIPR No. P/D NY-1-0289-00-2-07, P/D NY-1-0290-00-207. 
ation 


Date of award: December 21, 1951. 
Item: Liner, jacket, field, M-1951. 
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Contract quantity : 148,000, at $0.9056 each. 
Unit price: $0.9056. 

Total contract consideration, $134,028.80. 
Rejected low bids: 

Waterbury Robe Co. only low bidder rejected “Not responsive.” Bid states 
any amount awarded on bid No. 583 must be subtracted from this, if awarded. 
“Request for approval of awards” states that bidder was “Not responsible.” 
Memo in file states that plant of bidder is closed, that bid be rejected (December 
17, 1951). 

SouTHERN ATHLETIC Co. 


Contract No. QM-22977 OI 7728. 

P/D or MIPR No. P/D NY-1-0274-00-2-07. 
Date of award: December 29, 1951. 

Item: Parka liner. 

Contract quantity : 75,000, at $0.92 each. 
Unit price: $0.92 each. 

Total contract consideration, $69,000. 
Rejected low bids: 

1. Waterbury Robe Co. bid 93 cents, rejected after survey for insolvency. 

2. Blue Anchor bid 91 cents, rejected due to prior award. Survey indicates 
that after securing an award on I/B 582 and about to receive an award, 300,000 
sateen trousers, all available capacity will be utilized. 

8. Etowah Garment bid 93 cents for 100,000 units. Survey indicates that, 
having received an award on I/B 381 capacity, available would be sufficient for 
only 9,000 units. Bidder limits acceptance to no less than 50,000 each. 

4. Hardwick Woolen Mills bid $0.9784. This bid was rejected because it was 
conditioned upon receipt of an award under another I/B. The firm received an 
award on the other I/B. 


SouTHERN ATHLETIC Co. 


Contract No. QM-23402 OI 8529. 
P/D or MIPR No. P/D NY 1-0205-00-2-07. 
Date of award: January 14, 1952. 
Item: Jacket, shell, field. 
Contract quantity : 50,000. 
Unit price: $3.38 each. 
Total contract consideration, $169,000. 
Rejected low bids: 
No low bids were rejected in this procurement. 


SouTHERN ATHLETIC Co. 


Contract No. TAP-111 OI 130. 

P/D or MIPR No. P/D NY-1-0038-00-3-07. 
Date of award: October 30, 1952. 

Item: Trousers, shell, field, M—1951. 

Contract quantity: 37,520 pair and 11,000 pair. 
Unit price: $2.04 each; $2,20 each. 

Total contract consideration: $100,740.80. 
Rejected low bids: 


1. J. W. Wood Manufacturing Co., Inc., was allowed to withdraw its bid, low 
as to all items bid. On September 23, 1952, at the opening of the bids, after 6 
or 7 had been read bidder desired to withdraw his bid. He stated a bid of $1.15 
and $1.16 pair was an obvious mistake, and should be $2.15 and $2.16. Contract- 
ing officer informed him it was impossible to withdraw a bid after the reading 
of the bids began but that the bidder could formally allege mistake and requested 
withdrawal. Bidder made such an allegation and request by letter dated 
September 23, 1952, and forwarded on October 2, 1952, worksheets indicating a 
mistake in the bid, e. g., total cost to bidder per unit was estimated at $1.92. 
In conformity with ASPR 2-402.2 contracting officer forwarded on October 8, 
1952, his report and recommendation to Office of the Quartermaster General, 
recommending bidder be allowed to withdraw. This recommendation was con- 
firmed by Office of the Quartermaster General first indorsement forwarded to 
contracting officer on November 4, 1952, by ASTAPA legal office. The bidder 
was then allowed to withdraw his bid. 

2. Fulton Trouser Co., Inc., was apparent low bidder on all items except 
item h. Plant survey, however, recommended a maximum award of 415,000 units 
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be awarded due to a lack of necessary equipment. The award to Fulton was of 
415,000 units which included items e, f, g, ,j, k, and a partial award as to item m, 
pased on evaluation of bids by cost and price analysis section. 

8. Steinway Clothing Co., was awarded 26,000 units of item i at $2.065 per unit. 
It bid a maximum quantity of 250,000 units, but received an award of 191,480 
units. Oberman Manufacturing Co. was awarded the remainder of item i, 39,600 
units at $2.069 per unit. 


SOUTHERN ATHLETIC Co. 


Contract No. TAP-277 OT 332. 

P/D or MIPR No. P/D NY 1-0066-01-3-07. 

Date of award: December 18, 1952. 

Item: Trousers, wool, OD, M-—1952. 

Contract quantity: 100,000 pairs at $1.8145 each; 100,000 pairs at $1.7954 each; 

11,880 pairs at $1.7763 each ; 88,120 pairs at $1.7856 each. 

Total contract consideration: $539,439.51. 
Rejected low bids: 

1. American Sportswear denied request of contracting officer for 15 days 
acceptance, and also failed to submit quality samples in time for consideration 
before the expiration of the original option time. 

2. Harvard Trouser Co. submitted two samples in accordance with the pro- 
visions of the quality clause in the invitation. The samples were rejected by 
the clothing evaluation board as not meeting the quality standards for this 
garment. 

SOUTHERN ATHLETIC Co. 


Contract No. QM-4780 OI 2334. 

P/D or MIPR No. P/D No. PL-1-0046-00-5-07. 

Date of award: November 10, 1954. 

Item: Coat, man’s, single-breasted body shape w/o hood, ctn, WRS, WRT, olive 

green, QM shade 107. 

Contract quantity: 120, 505. 

Unit price: $3.15 each. 

Total contract consideration: $379,950.75. 
Rejected low bids: 

PLS Coat & Suit Corp., 180 Lake Street, Newburgh, N. Y., bidder No. 39, sub- 
mitted a low bid of $2.95 each for 60,000 units, $3.05 each for next 60,000 units 
or $2.99 each for 120,505. A preaward financial survey dated October 21, 1954, 
concluded that bidder had adequate working capital, and bid evaluation by Cost 
and Price Analysis Section dated October 19, 1954, recommended award of 70,000 
units to this bidder. However, subsequent information, as summarized in D/F of 
November 4, 1954, from Technical Assistance Office established that PLS Coat 
& Suit Corp. was in financial difficulties. The reasons were that Salvatore Pro- 
face, the principal stockholder, died suddenly and the bidder’s bankers notified 
the contracting officer that financial assistance promised by it had been 
withdrawn. 

SouTHERN ATHLETIC Co. 


Contract No. QM-5415 OI 5803. 

P/D No. or MIPR No. P/D No. PL—1-0200—03-507. 

Date of award: April 21, 1955. 

Item: Coat, man’s, single-breasted body shape, w/o hood, ctn, WRS, WRT, olive 
green, 107. 

Contract quantity: 48,020. 

Unit price: $3 each. 

Total contract consideration: $144,060. 

Rejected low bids: 
No low bids were rejected in this procurement. 


SouTHERN ATHLETIC Co. 


Contract No. TAP-1769 OI 1827-C-53. 
P/D or MIPR No. MIPR-—A-107-00080-3. 
Date of award: May 19, 1953. 

Item: Trousers, wool, M-1951. 

Contract quantity : 200,000 pair. 

Unit price: $1.99 each. 
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Total contract consideration: $398,000. 
Rejected low bids: 

1. Essex Shirt Co., bid on 300,000, at $1.85, which was rejected since they 
proposed to use the plant of Jaco Pants. Plant survey indicated the facility 
could produce 300,000, Jaco Pants had submitted a bid of $1.6125. Accordingly, 
it was determined to be in the best interest of the Government to award the 
quantity to Jaco Pants and reject the bid of Essex. 

2. Cavalier Garment, bid on 120,000, at $1,499. The bid was conditional on 
award under another IB and accordingly the quantity was reduced to 80,000, 

3. T. S. Lankford & Sons, bid 125,000, at $1.90. The bid was conditional on 
award under another IB and accordingly was rejected. 

4. A bid of Reading Clothing, of 150,000, at $1.9875 was rejected when the 
firm was unable to obtain financial backing. 

5. A bid of Stapleton Garment, of 300,000 pair, at $1.991 was rejected upon a 
legal determination that the bid was nonresponsive. 

6. Apparent low bids of Southern Sportswear and Brown Manufacturing Co, 
are listed on the abstract of bids as being rejected because of plant capacity, 
However, the report of the bid analysis and evaluation, dated May 28, 1953, 
stated that these bids were not low after evaluation of freight costs. 


7. A low bid of Stathum Garment Corp. of 30,000 at $1.499 was rejected 
because of insufficient facilities. 


SouTHERN ATHLETIC Co. 


Contract No. QM-6103 OI 219. 
P/D or MIPR No. P/D No. PL-1-0025-00-6-07. 
ate of award: August 5, 1955. 
Item: Coat, man’s, cotton, WR sateen, olive green, 107. 
Contract quantity: 43,200. 
Unit price: $3.21 each. 
Total contract consideration: $138,672. 
Rejected low bids: 
No low bids were rejected in this procurement. 


SouTHERN ATHLETIC Co. 


Contract No. QM-6424 OI 827. 

P/D or MIPR No. P/D PL-1-—0091-00-G-07. 
Date of award: October 24, 1955. 

Item: Coat, man’s, cotton, sateen, olive green, 107. 
Contract quantity: 158,770. 

Unit price: $3.285 and $3.4639. 

Total contract consideration: $523,120. 

Rejected low bids: 


Millville Sportswear, Ine., at $2.24. Bidder alleged mistake in bid: after 
investigation revealed support of its position, bidder was permitted to withdraw 
its bid. 

SOUTHERN ATHLETIC Co, 


Contract No. QM-6629 OI 1189. 

P/D or MIPR No. P/D PZ-1-0091-00-6-07. 

Date of award: December 19, 1955. 

Item: Coat, man’s cotton, WR sateen, olive green, 107. 
Contract quantity: 36,830. 

Unit price: $3.285 each. 

Total contract consideration: $120,986. 

Rejected low bids: 


Hudson Garment Co., Inc., at $3.25. After evaluation of costs of GFP, dis 
counts, freight of GFP and freight of end item to destinations, bidder’s proposal 
did not come within the weighted average and was higher than Southern Ath- 
letie Co.’s bid of $3.285. 


SouTHERN ATHLETIC Co. 


Contract No. QM-67438, OI-1391. 

P/D or MIPR No. MIPR-33-602-8405-238. 
Date of award: January 18, 1956. 

Item: Jackets, man’s, cotton, tan, tropical. 


sHSCIQe hb VwO 


tre wa 


ao 





MILITARY CLOTHING PROCUREMENT 321 


Contract quantity: 99,910 at $3 each; 80,000 at $3.10 each; 69,600 at $3.20 each. 
Total contract consideration: $766,041. 
Rejected low bids: 


No low bids were rejected in this procurement. 


SouTHERN ATHLETIC Co. 


Contract No. QM-8316 OI 210. 

P/D or MIPR No. P/D No. PL-1-0207-00-6-07. 

Date of award: July 31, 1956. 

Item : Coat, man’s, cotton, WRS, sateen. 

Contract quantity : 179,250 at $3.81 each ; 220,950 at $4.06 each. 
Total contract consideration : $1,579,187. 

Rejected low bids: 


No low bids were rejected in this procurement. 


SOUTHERN ATHLETIC Co. 


Contract No. QM-8390 OI 368. 

P/D or MIPR No. P/D No. PL-1-0300-00-6-07 and P/D No. PL-1-0071-02-6-07. 
Date of award: August 15, 1956. 

Item : Trousers, men’s, wool, serge, AG—44. 

Contract quantity : 174,980 at $2.55. 

Total contract consideration : $446,199. 

Rejected low bids: 


No low bids were rejected in this procurement. 


SOUTHERN ATHLETIC Co. 


Contract No. QM-8391 OI 369. 

P/D or MIPR No. P/D No. PL-1-0300-00-6-07 and P/D No. PL-1-0071-02-6-07. 
Date of award: August 15, 1956. 

Item : Trousers, men’s wool, serge, AG—44. 

Contract quantity : 98,020 at $2.55. 

Total contract consideration : $249,951. 

Rejected low bids: 


No low bids were rejected in this procurement. 


Tas I-F 


SOUTHERN SPORTSWEAR Co. 


Contract No. QM-13749 OI 16647. 

P/D or MIPR No. NY-1-1406—03-1-07. 

Date of award: March 28, 1951. 

Item: Trousers, field, wool, serge, OD-33, 18 ounce. 
Contract quantity: 125,000 pairs at $1.749 each. 
Unit price: $1.749 each. 

Total contract consideration: $218,625. 

Rejected low bids: 

1. Texwear Manufacturing Co., 80,000 at $1.47. Plant survey by T. J. Bacho- 
witz, regional supervisor, New York, TF, surveying officer, recommended no 
award because they did not manufacture similar items and because of lack of 
trained personnel and certain sewing machinery. 

2. Glaser Brothers, 25,000 at $1.725. Rejected by contracting officer because it 
bid only on October, November, and December delivery. 


SOUTHERN SPORTSWEAR Co. 


Contract No. QM-21941 OI 6158. 

P/D or MIPR No. P/D NY-1-0134-00-2-07. 
Date of award: November 30, 1951. 

Item: Trousers, field, wool, serge, OG 108. 
Contract quantity: 198,000 pair at $1.40 each. 
Unit price: $1.40 each. 
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Total contract consideration: $277,200. 
Rejected low bids: 

1. Freewood Clothing Manufacturers bid on 473,000 each at $1.35 (f. o. b, 
origin), but was rejected because the plant survey indicated that the bidder did 
not have the personnel, equipment, and know-how to produce this item. This 
fact was admitted to by a Mr. Hines, who was manager of Freewood. 

2. Faleon Uniform Co. bid on 125,000 units at $1.325 (f. o. b. origin), but wag 
awarded only 100,000. Request for approval of awards states that reduction 
was recommended by preaward survey. Rejected in part. 


SOUTHERN SPORTSWEAR Co. 


Contract No. QM-—23902 OT 9453. 

P/D or MIPR No. NY-1-0145-00-2-07. 

Date of award: January 28, 1952. 

Item: Jacket, shell, field, M—1951. 

Contract quantity: 200,000 pairs, at $2.79 to $2.99 each. 
Unit price: $2.79 to $2.99 each. 

Total contract consideration: $576,500. 

Rejected low bids: 

Salvage Company of Tennessee bid on 100,000 at $2.72. 

Bidder rejected in accordance with ASPR 2-406.1. Bidder had no apparent 
capacity to perform, and survey recommended no award. The preaward survey 
related to plant of Majorette Sportswear, 1021 White Avenue, Knoxville, Tenn, 
Inadequacy of equipment. Signed, Sidney H. Luther, industrial specialist. 


SOUTHERN SPORTSWEAR Co. 


Contract No. TAP-278 OI 133. 

P/D or MIPR No. NY-1-0066-01-3-07. 

Date of award: December 18, 1952. 

Item: Trousers, wool, OD, M-—1952. 

Contract quantity: 67,480 pairs, at $1.8240 each; 3,320 pairs, at $1.7280 each; 
11,120 pairs, at $1.8360 each; 100,000 pairs, at $1.6915 each; 60,800 pairs, at 
$1.7910 each ; 24,760 pairs, at $1.8360 each. 

Total contract consideration: $471,936.52. 

Rejected low bids: 

American Sportswear denied request of contracting officer for 15 days accept- 
ance, and also failed to submit quality samples in time for consideration before 
the expiration of the original option time. 

Harvard Trouser Co. submitted two samples in accordance with the provisions 
of the quality clause in the invitation. The samples were rejected by the 
Clothing Evaluation Board as not meeting the quality standards for this 
garment. 

SouTHERN SPorTSWEAR Co. 


Contract No. TAP-1372 OI 1431. 

P/D or MIPR No. MIPR A-107-00115-3. 
Date of award: April 24, 1953. 

Item: Trousers, shell, field, M—1951. 
Contract quantity: 300,000 pair, at $2 each. 
Unit price: $2 each. 

Total contract consideration: $600,000. 
Rejected low bids: 


The Southern Athletic Co., Inc., of Knoxville, Tenn., submitted a bid at the 
following prices: $1.95 for 100,000 units ; $2.10 for 100,000 units; or $2 for 200,000 
units; or $2.10 for 300,000 units. A discount of 2 percent was offered for 
payment within 20 days. According to a memorandum for file dated April 23, 
1953, signed by Colon Dixon, Purchasing Agency, Harry Kornblue, procurement 
officer, and Charles 8S. Gerner, contracting officer, this bid was rejected because 
both this bidder and the Southern Sportswear Co.’s bid contemplated use of the 
identical facilities. Of the two bids the Southern Sportswear Co.’s bid was 
considered most advantageous to the Government by Cost and Price Analysis 
Section and accordingly the contracting officer rejected the Southern Athletic 
Co.’s bid purportedly in accordance with ASPR 2-406. Both bids were within 
award range. 
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SouTHERN SPORTSWEAR Co. 


Contract No. TAP-1770 OT 1828. 

p/D or MIPR No. MIPR-A-107-00080-3. 
Date of award: May 19, 1953. 

Item: Trousers, field, wool, M—1951. 
Contract quantity: 200,000 pair. 

Unit price: $1.94 each. 

Total contract consideration: $388,000. 
Rejected low bids: 

1. Essex Shirt Co. bid on 300,000 at $1.85, which was rejected since they pro- 
posed to use the plant of Jaco Pants. Plant survey indicated the facility could 
produce 300,000. Jaco Pants had submitted a bid of $1.6125. Accordingly, it 
was determined to be in the best interest of the Government to award the quan- 
tity to Jaco Pants and reject the bid of Essex. ; bo 

2. Cavalier Garment bid on 120,000 at $1.499. The bid was conditional on 
award under another IB and accordingly the quantity was reduced to 80,000. 

3. T. S. Lankford & Sons bid 125,000 at $1.90. The bid was conditional on 
award under another IB and accordingly was rejected. 

4, A bid of Reading Clothing of 150,000 at $1.9875 was rejected when the firm 
was unable to obtain financial backing. 

5. A bid of Stapleton Garment of 300,000 pair at $1.991 was rejected upon a 
legal determination that the bid was nonresponsive. ; 

6. Apparent low bids of Southern Sportswear and Brown Manufacturing Co. 
are listed on the abstract of bids as being rejected because of plant capacity. 
However, the report of the bid analysis and evaluation, dated May 28, 1953, 
stated that these bids were not low after evaluation of freight costs. 

7. A low bid of Stathum Garment Corp. of 30,000 at $1.499 was rejected because 
of insufficient facilities. 


SoUTHERN SPORTSWEAR Co. 


Contract No. QM-6809 OI 1512. 
P/D or MIPR No. MIPR 33-602-8405-201. 


Date of award: January 20, 1956. 

Item: Trousers, man’s, cotton, tropical. 

Contract quantity : 300,000 pairs, at $1.5035 each. 
Total contract consideration: $451,050. 

Rejected low bids: 


Walter BH. Allen Co.: Preaward samples submitted by bidder did not meet 
specification requirements and bidder was rejected on the basis of quality. 


Tas I-G 
WYNN ENTERPRISES, INC. 


Contract No. QM-4912 OI 18473. 

P/D or MIPR No. P/D NY-1-0599-00-1-02, P/D NY-1-—0600—00-1-02. 
Date of award: April 13, 1951. 

Item: Trousers, wool, serge, blue—S84, 18-ounce. 

Contract quantity : 87,720 pairs. 

Unit price: $2.45 each. 

Total contract consideration: $214,914. 

Rejected low bids: 


1. Woods Manufacturing Co., Fort Smith, Ark., bid on 87,500 at $2.175. Bid 
rejected because bidder was not qualified to make the quality end item called for 
by the specifications in the procurement directives. 

2. Gerstman Manufacturing Co., Inc., Buffalo, N. Y., bid on 50,000 at $2.27. 
Bid rejected because the Quality Evaluation Board advised that the bidder’s 
products consisted of low-grade ski suits and jackets and that the bidder was 
not manufacturing quality clothing as called for in the IB; therefore bidder 
could not be recommended for consideration for award. 

3. Braeburn Co., Kansas City, Mo., bid on 57,000 at $2.25. Bid rejected be- 
cause bidder was delinquent on current contracts which therefore precluded it 
from making deliveries within the required time. 

4. Midwest Pants & Sportswear Co., Chicago, Tll., bid on 260,000 at $2,445. 
Bid rejected because the Quality Evaluation Board would not approve its plant 
for production of the required item. In addition there was an unsatisfactory 
financial report indicating a lack of sufficient capital to finance the award. 
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WYNN ENTERPRISES, INC. 


Contract No. QM-14914 OI 18475. 

P/D or MIPR No. P/D NY-1-0600-00-1-02. 
Date of award: April 18, 1951. 

Item : Trousers, wool, serge, blue—84, 18 ounces. 
Contract quantity : 162,280 pairs. 

Unit price: $2.45 each. 

Total contract consideration: $397,586. 
Rejected low bids: 

1. Woods Manfacturing Co., Fort Smith, Ark., bid on 37,500, at $2.175. Bid 
rejected because bidder was “not qualified’ to make the quality end item called 
for by the specifications in the procurement directives. 

2. Gertsman Manufacturing Co., Inc., Buffalo, N. Y., bid on 50,000, at $2.27, 
Bid rejected because the Quality Evaluation Board advised that the bidder's 
products consisted of low-grade ski suits and jackets and that the bidder wag 
not manufacturing quality clothing as called for in the I/B; therefore bidder 
could not be recommended for consideration for award. 

8. Braeburn Co., Kansas City, Mo., bid on 57,000, at $2.25. Bid rejected be 
cause bidder was delinquent on current contracts which therefore precluded 
it from making deliveries within the required time. 

4. Midwest Pants & Sportswear Co., Chicago, Ill, bid on 260,000, at $2.445, 
Bid rejected because the Quality Evaluation Board would not approve its plant 
for production of the required item. In addition there was an unsatisfactory 
financial report indicating a lack of sufficient capital to finance the award. 


WYNN ENTERPRISES, INC. 


Contract No. QM-22216 OT 6555. 

P/D or MIPR No. P/D NY-1-0126-00-2-07. 
Date of award: December 6, 1951. 

Item: Trousers, shell, field. 

Contract quantity : 248,000 pairs. 

Unit price: $2.27 each. 

Total contract consideration : $562,960. 
Rejected low bids: 

1. Mysie Sportswear at a bid price of $1.8475. Bid rejected because the 
financial data revealed that the bidder was capable of financing only 62,500 
units and bidder had conditioned its bid so as not to accept an award of an 
amount less than 100,000 units. Since the bidder was only able financially to 
produce 62,500 units and it would not accept less than 100,000 units, its bid 
was rejected. 

WYNN ENTERPRISES, INC. 


Contract No. QM-—23493 OI 8694. 

P/D or MIPR No. P/D NY-1-0287-00-2-07. 
Date of award: January 15, 1952. 

Item: Trousers, shell, field, M—1951. 
Contract quantity: 50,000 pairs. 

Unit price: $2.24608 and $2.6608 each. 
Total contract consideration: $225,608. 
Rejected low bids: 

1. Waco Garment Co., Inc., bid on 85,000, at $2.35, rejected because entire 
plant capacity in use during required delivery period. 

2. Stein-Way Cloth‘ng Co., bid on 50,000, at $2.27 ; 25,000, at $2.285; and 25,000, 
at $2.30, rejected because entire plant capacity in use during required delivery 
period. 

3. Diamond Sportswear Co.: Awarded 50,000, at $2.30—rejected for 100,000, 
at $2.35—rejected because open plant capacities totaled 50,000 for the required 
delivery period. 

4, Conro Manufacturing Co., bid on 100,000, at $2.27, rejected because entire 
plant capacity in use during required delivery period. 

5. Gillsom Manufacturing Co., bid on 100,000, at $2.35, rejected because of 
“All or none” qualification; quantity awarded to higher bidders totaled less 
than 100,000. (Notre.—The cost and price analysis dated January 16, 1952, 
mentions high freight costs as additional reason for rejection. ) 

6. Blue Anchor Overall Co., Ine., bid on 50,000, at $2.26, and 50,000, at $2.34, 
rejected because entire plant capacity in use during required delivery period. 
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7, Fulton Trouser Co., Inc.: Awarded contract for 120,000, at $2.11; rejected 

for 240,000, at $2.22, because entire plant capacity in use during required delivery 
riod. 

, Wynn Enterprises, Inc.: Awarded for 50,000, at $2.25, and 50,000, at $2.27; 

rejected for 50,000, at $2.35, or 200,000, at $2.37, because entire plant capacity 

in use during required delivery period. 

9, T. S. Lankford & Sons: Awarded contract for 50,000, at $2.15, 50,000, at 
$2.16, and 50,000, at $2.17; not considered for 50,000, at $2.18, and 100,000, at 
$2.19, because it was interpreted that bid was for a maximum of 350,000 and 
was awarded 100,000 units on I/B 397 and 100,000 units on I/B 580. Eligible 
for award of 150,000 units on this bid. 


WYNN ENTERPRISES, INC. 


Contract No. TAP-1192 OI 1250. 
P/D or MIPR No. P/D MIPR-A-107-—00288-3. 
Date of award: April 10, 1953. 

Item: Trousers field, wool. 

Contract quantity: 50,000 pairs. 

Unit price: $2.90 each. 

Total contract consideration: $145,000. 
Rejected low bids: 


No low bids were rejected in this procurement. 
























WYNN ENTERPRISES Co. 


Contract No. QM-8923 OI 1198. 
P/D or MIPR No. P/D PL-0042-00-7-07. 
Date of award: November 13, 1956. 

Item: Trousers, man’s cotton, WRS, 9 ounce. 
Contract quantity: 249,000 pair. 

Unit price: $3.35. 

Total contract consideration: $834,150. 
Rejected low bids: 


No low bids were rejected in this procurement. 






























Tas II 


(With the exception of the five contracts listed below none of the contracts 


covered in this report involved awards to the Wynn companies as small 
business ) 


Florida Athletic Co. 


TAP-1781 awarded May 19, 1953, for 71,800 jacket liners at $0.9350 each. Total 
contract consideration $63,133. This firm was originally considered large busi- 


ness. However, it was subsequently certified by the SDPA to be small business 
as of May 1, 1953. 


Florida Athletic Co. 


TAP-1789 awarded May 19, 1953, for 104,600 jacket liners at $0.9275 each. 
Total contract consideration $97,016.50. As indicated above in relation to TAP- 
1781 this firm was originally considered to be large business but was subsequently 
determined by the SDPA to be small business. 


Southern Athletic Co. 


QM-5415 awarded April 21, 1955, for 48,020 coats at $3 each. Total contract 
consideration $144,060. 


Southern Athletic Co. 


QM-6103 awarded August 5, 1955, for 43,200 coats at $3.21. Total contract 
consideration $138,672. 


Southern Athletic Co. 


QM-6629 awarded December 19, 1955, for 36,830 coats at $3.285. Total contract 
consideration $120,986.55. 







































































Tas III 


In none of the procurements covered by this report was one Wynn company 


iwarded a partial amount with another receiving a small-business set-aside 
award. 
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Tas IV 
P/D No. NY-1-1406-03-1-07 
IB No. QM-30-280-51-NEG-—445 
Southern Sportswear Co. (awarded QM-13749) 
Wynn Enterprises, Inc. (received no award) 
Majorette Sportswear Co. (received no award) 
P/D No. NY-1-0145—00-2-07 
IB No. QM-30-280-52-478 
Southern Sportswear Co. (awarded QM-—23902) 
Salvage Company of Tennessee (received no award) 
P/D No. 1-0037-03-3-07 and NY-1-0066-01-3-07 
IB No. QM-30—-280-53-290 and (1 and 2) 
Southern Sportswear Co. (awarded TAP-278) 
Southern Athletic Co. (awarded TAP-277) 
P/D No. MIPR-A-107-0011-3 
MIPR-—A-—107-00140-3 
IB No. TAP-30-352-53-292 and (1) 
Florida Athletic Co. (awarded TAP-1781 and TAP-1789) 
Southern Athletic Co. (received no award) 
Centre Manufacturing Co. (received no award) 
Majorette Sportswear Co. (received no award) 
P/D No. MIPR-A-107-00080-3 
IB No. TAP-30-—352-53-326 
Southern Athletic Co. (awarded TAP-1769) 
Southern Sportswear Co. (awarded TAP-1770) 
P/D No. MIPR-A-107-00115-3 
IB No. TAP-30-352-53-325 
Southern Sportswear Co. (awarded TAP-1372) 
Southern Athletic Co. (received no award) 
P/D No. PL-1-0025—00-6-07 
IB No. QM-36-030-55-854 and (1) and QM-36—030-56-NEG-10 (20-percent 
set-aside for small business) 
Southern Sportswear Co. (received no award under IB-854) 
Southern Athletic Co. (received no award under IB—854) 
Southern Athletic Co. (awarded QM-6103 under NEG-10) 
P/D No. NY-1-0287-00-2-07 and N Y-1-0288-00-—2-07 
IB No. QM-30-280-52-589 
Salvage Company of Tennessee (awarded QM-—23490) 
Wynn Enterprises, Inc. (awarded QM-23493) 
P/D No. MIPR-A-107-00288-3 
IB No. NEG-189 
Majorette Sportswear Co., Inc. (awarded TAP-1191) 
Wynn Enterprises, Inc. (awarded TAP-1192) 
P/D NY-1-0126-00-2-07 
IB No. QM-30-280-52-397 
Wynn Enterprises, Inc. (awarded QM-—22216) 
Southern Athletic Co. (received no award) 
P/D No. MIPR-33-602-8405-261 
IB No. QM-36—030-56-252 
Southern Sportswear Co. (awarded QM-6809) 
Southern Athletic Co. (received no award) 
P/D No. MIPR-33-602-6-8405-346 
IB No. QM-36—-030-57-404 (346) 
Centre Manufacturing Co. (awarded QM-8843) 
Southern Aviation Manufacturing Co. (received no award) 
Southern Sportswear Co. (received no award) 
P/D No. PL-1-0300-00-6-07 and PL-1-0071-02-6-07 
IB No. QM-36-030-56-673 
Southern Athletic Co. (awarded QM-8390 and QM-8391) 
Southern Sportswear Co. (received no award) 
P/D No. MIPR 33-602-6-8405-116 
IB No. QM-36-030-56-389 
Centre Manufacturing Co. (awarded QM-8140) 
Southern Sportswear Co. (received no award) 
P/D No. MIPR-33-602-6-8405-238 
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IB No. QM-36-030-56-262 
Centre Manufacturing Co. (awared QM-6742) 
Southern Athletic Co. (awarded QM-6743) 
P/D No. PL-1-0207-00-6-07 
IB No. QM-36-030-56-361 
Southern Athletic Co. (awarded QM-—8316) 
Wynn Enterprises, Inc. (received no award) 
Southern Aviation Manufacturing Corp. (received no award) 
Southern Sportswear Co. (received no award) 
Centre Manufacturing Co. (received no award) 
P/D No. PL-1-0042-00-7-07 
IB No. QM-36-030-57-167 
Wynn Enterprises, Inc. (awarded QM-8923) 
Centre Manufacturing Co. (received no award) 


Tas V 






P/D No. NY-—1-—1406—03-1-07 

Wynn Enterprises, Inc., indicated in its bid that its plant facilities were at 
Majorette Sportswear Co., Knoxville, Tenn., and/or the T & W Manufacturing 
Co., at Elizabethtown, Ky., and/or Southern Sportswear Co., at Centerville, 
Tenn,. and/or Southern Athletie Co., Knoxville, Tenn. 

Southern Sportswear Co. indicated in its bid that its plant facilities were at 
Centerville, Tenn. 

Majorette Sportswear Co. indicated in its bid that its plant facilities were at 
Southern Athletic Co., Knoxville, Tenn., or 106 South Gay St., Knoxville, Tenn., 
or the T & W Manufacturing Co. at Elizabethtown, Ky. 


P/D No. 1-0145-00—2-07 

Salvage Company of Tennessee indicated in its bid that its plant facilities 
were at 1021 White Ave., Knoxville, Tenn. 

Southern Sportswear Co. indicated in its bid that its plant facilities were at 
Southern Athletic Co., Knoxville, Tenn. 

P/D No. N Y-1—0037-03-3-07 and N Y—1—0066-—01-3-07 

Southern Sportswear Co. indicated in its bid that its plant facilities were 
located at Southern Athletic Co., Knoxville, Tenn., or Southern Sportswear Co., 
at Centerville, Tenn. 

Southern Athletic Co. indicated in its bid that its plant facilities were at 
Southern Athletic Co., Knoxville, Tenn., or Southern Sportswear Co., at Center- 
ville, Tenn. 
P/D No. MIPR-—A-107—00080-3 

Southern Athletic Co. indicated in its bid that its plant facilities were 
located at 111 17th Street, Knoxville, Tenn. 

Southern Sportswear Co. indicated in its bid that its plant facilities were 
located at Centerville, Tenn., or Southern Athletic Co., Knoxville, Tenn. 
P/D No. MIPR-A-107-00115-3 

Southern Athletic Co. indicated in its bid that its plant facilities were located 
at 111 17th Street, Knoxville, Tenn. 

Southern Sportswear Co. indicated in its bid that its plant facilities were 
located at Centerville, Tenn., or the Southern Athletic Co., 111 17th Street, 
Knoxville, Tenn. 

P/D PL 1-0025-00-6-07 

Southern Sportswear Co. indicated in its bid that its plant facilities were 

located at the Southern Athletic Co., 111 17th Street, Knoxville, Tenn. 


Southern Athletic Co. indicated in its bid that its plant facilities were at 
111 17th Street, Knoxville, Tenn. 


P/D No. NY-—1-0287-002-07 and N Y-0288-00-—2-07 

Salvage Company of Tennessee indicated in its bid that its plant facilities 
were locate dat Knoxville, Tenn., or the Southern Sportswear Co. at Centerville, 
Tenn. 

Wynn Enterprises, Inc., indicated in its bid that its plant facilities were 
located at the Southern Athletic Co., Knoxville, Tenn., or the Southern Sports- 
wear Co. at Centerville, Tenn., or the T & W Manufacturing Co. at Blizabeth- 
town, Ky. 
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P/D No. NY-1-0126-00-2-07 

Southern Athletic Co. indicated in its bid that its plant facilities were located 
at 614 11th Street, Knoxville, Tenn. 

Wynn Enterprises, Inc., indicated in its bid that its plant facilities were 
located at the Southern Athletic Co., Knoxville, Tenn. 


P/D MIPR 33-602-8405-261 

Southern Sportswear Co. indicated in its bid that its plant facilities were at 
Centerville, Tenn. 

Southern Athletic Co. indicated in its bid that its plant facilities were in Knox- 


ville, Tenn., but after bid opening changed the location of its facilities to Center. 
ville, Tenn. 
P/D No. PL—1-0207-00-6-07 

Wynn Enterprises, Inc., indicated in its bid that plant facilities were located 
at Knoxville, Tenn., and/or Centerville, Tenn. 

Southern Aviation Manufacturing Co. indicated in its bid that plant facilities 
were at Knoxville, Tenn. 

Southern Sportswear indicated in its bid that plant facilities were located at 
Southern Sportswear Co., Centerville, Tenn., or Southern Athletic Co., Knoxville, 
Tenn. 

Southern Athletic indicated in its bid that its plant facilities were located at 
Knoxville, Tenn, 


P/D PL-1-0300—00-6-07 and PL-1-0071-02-6-07 
Southern Athletic Co. and Southern Sportswear Co. indicated in their bids 


that the plant facilities would be at Southern Sportswear Co., Centerville, 
Tenn., and/or Southern Athletic Co., Knoxville, Tenn. 


Tas VI 
Procurement directive No. Awards 

NY-1-0037-03-3-07 and 

0066-01-3-07 Southern Sportswear Co., TAP-278. 
Southern Athletic Co., TAP-277. 

MIPR-A-107-00080-3 Southern Athletic Co,, TAP-1769. 
Southern Sportswear, TAP-1770. 

NY-1-0287-00-2-07 and 

0288—00—2—07 Salvage Company of Tennessee, QM-—23490. 
Wynn Enterprises, Inc., QM-—23493. 

MIPR-A-107-00288-3 . Majorette Sportswear Co., Tap—1191. 
Wynn Enterprises, Inc., TAP-1192. 

MIPR-33-602-6-8405-238 Centre Manufacturing Co., QM-6742. 
Southern Athletic Co., QM-6743. 
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Contract No. | 


TAP-1789 
TA P-1781-- do 
TAP-1191--- 


QM-15821-- Ins -do 
QM-15818-- 
QM-23490-- 
QM-16478.. 
QM-8589-- do 


QM-11757---.| .do 
| 
QM-22493-- | do 
QM-5415--- | do 
QM-10654--. | ...do 
QM-22977 -...| 
TAP-1192-. Wynn 
} 
QM-23493__- _| do 


SD decie 
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Florida Athletic Co-- 


Salvage Co. of Tennessee -- 
Southern Athletic Co. .- 


Enterprises. -. 
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Tas VII 


I. In the following cases no preaward surveys were made. 





Comments 


No preaward survey—file does not disclose reason. 
Do. 

No preaward survey—negotiations were limited to con- 
tractors having good performance records who had IFB 
326 in their possession. 

No preaward survey and desk survey recommends award. 
The file does not disclose the reason. 

No preaward survey—reason not reflected in the file. 
Desk survey recommended award. 

No preaward survey—no explanation in file. 

No — ard survey made—file does not disclose reason. 

0. 


| No preaward survey—apparently because of insufficient 


time. Request for proposals was issued Feb. 12, 1951, 
for deliveries by March 1951. 


| No preaward survey; the request for approval states the 


bidder was being awarded a small quantity and a survey 
was not necessary. 


| No preaward survey; only a desk audit was made and 


states that delinquency on another current contract will 
be corrected in sufficient time to permit completion of 
this contract on time. 

No preaward survey. Request for approval states that no 
plant survey was obtained, but indicates past perform- 
ance satisfactory. 

No plant survey; request for approval states that firm had 
just received prior awards and has sufficient capacity 
and financial resources. 

No preaward survey—negotiations were limited to con- 
tractors having good performance records, who had IFB 
326 for the same item in their possession. 

No preaward survey—file does not disclose reason. 


Il. In the following cases more than one preaward survey was accomplished. 


Contract No.| 


TA P-2403 





Firm 


|} Centre Manufacturing Co. 


Comments 








A preaward survey was made on Centre Manufacturing 


| 
| 


QN-8323. ...- Semen 
| 
| 
| Bid on: 
| October 65, 560 | 
| November 64, 100 | 


} De 


| 
| 
TAP-91 
| 


TAP-205 ence 


92420 


scem Der 


Florida Athletic Co. 


63, 220 


| 


192, 880 | 


| 


Co. and on Stapleton Garment Co. The survey on 
Centre recommends award of only 125,000 units (200,000 
bid upon) based on personnel and space. The survey on 
Stapleton, the subcontractor, recommends award of the 
entire quantity. 

Two preaward surveys were conducted at this plant. The 
first preaward survey of May 18, 1956, indicated inade- 
quate facilities for performance. A reevaluation of the 
survey was requested on July 20, 1956, because of a delay 
in making awards. By report dated July 31, 1956, the 
results of the second survey were as follows: 

Estimated capacity by surveyor: 


October 18, 000 
November 26, 550 
PORTING sain bcke< Adina wig sninn 30, 660 


75, 210 

The survey recommended a partial award of 75,210 pro- 
vided no other award would be made on any other [/B 
with concurrent delivery schedules and based on the con- 
dition that the following factors would be complied with: 

New equipment necessary. 
Additional machinery necessary. 
New employees necessary. 

An award in the amount of the estimated capacity was 
made to Centre on the basis of the above survey. 

Two preaward surveys were made but on different plants 
namely: Centre Manufacturing Co. and Etowah Gar- 
ment Co. 

1 preaward survey covered Centre Manufacturing Co. and 
Etowah Garment Co. and recommended no award based 
on existing facilities. The survey recommended award if 
Southern Athietic furnished additional equipment as 
agreed. By TWX Southern Athletic agreed to furnish 

the additional equipment required. 
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Tas ViII—Continued 


Contract No. Firm Comments 





i 

TAP-1769._.| Southern Athletic Co 1 preaward survey Apr. 30, 1953, on Southern Athletic 

recommends that award be limited to 300,000 (award - 

| made of 200,000). 

Note: Preaward survey dated May 11, 1953, on Southern 

| Sportswear as bidder involved a survey of Southern 

| Athletic as subcontractor and recommended award of 
| 100,000 units to Southern Athletic as subcontractor for 
Southern Sportswear. 

The contractor bid on 120,505 units due to previous com- 
mitments contractor was recommended an award for 
only 61,000 units. A D/F dated Nov. 11, 1954, reevalu- 
ates bidder’s opeh capacity and in view of 60-day assump- 
tion clause recommends award of 120,505 units. 

QM-8316__- _ . : eae preaward surveys were conducted on this company’s 
facilities. The first preaward survey report dated 
Mar. 2, 1956, indicated no capacity for May through 
June deliveries, but advised of partial capacity for sub- 
sequent months if no award was made under other con- 
current I/B’s. Subsequently the contracting officer 
requested a review of that preaward survey because of 
delay in making award. A preaward survey report 
dated Apr. 3, 1956, indicated inadequate capacity in the 
plant for deliveries scheduled from July to December 
1956. A preaward survey report dated June 21, 1956, 
indicated that a survey of Southern Aviation Manu- 
facturing Co. facilities (same plant as the subject con- 
tractor) showed inadequate capacity for September 1956 
to February 1957 deliveries. In view of the unresolved 
conditions in this survey, subsequently on July 10, 1956, 
an industrial specialist and a representative from the 
manufacturing division, this installation, made a per- 
sonal visit to contractor’s plant for the purpose of evalu- 
ating the plant capacity. The report of that visit con- 
cluded that the plant had the capacity to perform in 
accordance with the delivery schedule and an award was 
made on that basis, based on the assumption clause in 
| the bid. 

| Southern Sportswear_.........| 1 preaward survey was made, but covered 2 plants. 

do. _.. | The preaward survey May 1, 1953, recommends award to 

Southern Sportswear of 180,000 of the 400,000 bid upon. 

Preaward survey May 11, 1953, recommends Southern 

Athletic be awarded 100,000 units as subcontractor for 

Southern Sportswear. 

QM-8923.....; Wynn Enterprises preaward surveys were made of the plant facilities of 
Appalachian Mills Building prior to the award of this 
contract. First survey report, dated Oct. 23, 1956, 
recommended no award based upon surveyor’s failure 
to secure definite commitments. 

To verify the telephonic allegations of Mrs. Ross, a second 
preaward survey was made which recommended com- 
plete award contingent upon no award with delivery 
schedule beginning earlier than Jan. 15, 1957, and that 
bidder furnish sufficient proof of intentions to employ 
the necessary personnel and obtain commitments for 
the leasing of building and equipment. An award ofthe 
entire quantity was made to this company on Nov. 13, 
1956. 








Tas VIII 


In none of the procurements covered by this report did one Wynn company 
refuse to extend an option on the lower price while granting an extension on a 
higher price. 


Tas IX 


In May of 1952 the Wynn group of companies held 12 contracts calling for 
deliveries in that month. This is the largest number of contracts awarded to 
these companies calling for delivery during the same period. The largest num- 
ber of contracts held by each company at one time calling for simultaneous 
deliveries are as follows: 

(a) Majorette Sportswear: June through November 1951, 2 contracts. 

(b) Salvage Co. of Tennessee: Only awarded 1 contract. 

(c) Florida Athletic Co.: August through December 1953, 2 contracts. 

(¢@) Wynn Enterprises: May—December 1951 and May—August 1952, 2 contracts. 
(¢) Southern Sportswear: March-July 1952, 3 contracts. 
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(f) Centre Manufacturing Co.: 1 contract. 
(g) Southern Athletic: May 1952, 6 contracts. 

Nore.—Delinquencies in some cases caused the contractor to work on more than 
the number of contracts awarded for performance during the period. 


Tas X 
Oentre Manufacturing Co., Inc. 


TAP-2403. Delinquency partly attributable to Government because of late 
delivery of GFP and partly to contractor because of insufficient plant capacity. 

TAP-205. Delinquency fault of contractor due to inexperienced help, poor 
machinery, and insufficient plant capacity. 

QM-6742 (OI-1389). All deliveries were completed within the time indicated 
in the schedule of deliveries with the exception of 3,200 units which consisted of 
2 rejected lots at the outset of the contract. The two lots were not accepted 
at a price reduction until several months after the specified delivery schedule. 
However, it is believed that the delay in this case should be attributed to the 
Government since during this interval of time the Government was determining 
whether or not to accept the items. 

QM-8140 (OI-9215). Original completion date of contract was November 30, 
1956. As of that date, contractor was delinquent 64,000 units. Delivery schedule 
was extended to January 31, 1957, for a reduction in price of $0.02 per unit. By 
that date, contractor was still delinquent 46,810 units. The delivery schedule, for 
a consideration of $0.02 per unit, was extended to April 30, 1957. Under the latest 
extension contractor is not delinquent. The delays under this contract are 
attributable to the default of a subcontractor. If that default was beyond the 
control of the prime contractor, then under the decisions of the ASBCA it would 
be considered excusable. 

QM-8323 (OI-227). Delinquency was the responsibility of the contractor. 
Prior contract was completed late, thus precluding start of production on this 
contract. 

QM-8843 (OI-1051). Contract is currently being performed. Delivery schedule 
calls for monthly deliveries beginning January 31, 1957, through June 30, 1957. 
To date, contractor is not delinquent. Delinquencies in January and February 
are the responsibility of the contractor due to a late start of production. Con- 
tractor was using all personnel and equipment to complete a prior contract. 
Florida Athletic Co., Inc. 

TAP-1781. Delinquency fault of contractor because of late start due to concen- 
tration of facilities on another contract. 

TAP-91. Delinquency partly fault of Government due to late delivery of GFP 
and partly fault of contractor because of insufficient plant capacity. 

TAP-1789. Delinquency fault of contractor due to insufficient plant capacity 
and trouble with subcontractor. 

Majorette Sportswear Co., Inc. 

QM-—15818. Delinquency fault of contractor due to lack of suitable machinery 
and insufficient trucks to handle shipping. 

QM-15821. Delinquency fault of contractor due to lack of suitable machinery 
and insufficient trucks to handle shipping. 

TAP-1191. Delinquency fault of contractor and liquidated damages were 
assessed. 

Salvage Company of Tennessee, Inc. 


QM-—23490. Delinquency partly fault of Government because of 45 days initial 
delay in shipping GFP and partly fault of contractor due to insufficient plant 
capacity. 

Southern Athletic Co., Inc. 


QM-16478. Delinquency partly attributable to Government due to late delivery 
of GFP but mostly fault of contractor because of inadequate plant capacity, since 
it was using facilities for other contract. 

TAP-111. Delinquency fault of contractor due to use of facilities on other 
contracts. 

QM-23402. Delinquency partly fault of Government due to late delivery of 
GFP and partly fault of contractor due to lack of plant capacity. 

QM-—22257. Delinquency partly fault of Government due to late delivery of 
GFP but mostly fault of contractor due to inexperienced personnel and diver- 
sion of machinery to another contract. 
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QM-8589. Delinquency fault of contractor because of concentration of facili- 
ties on other contract. 

QM-10654. Delinquency partly fault of Government due to late delivery of 
GFP and partly fault of contractor because it was using facilities on another 
contract. 

QM-4780. Delinquency partly fault of Government due to late delivery of 
GFP and partly fault of contractor because of lack of experienced personnel, 
(Contractor claims he was forced to dismiss his experienced employees because 
of late GFP and could not rehire them. ) 

QM-21273. Delinquency partly fault of Government due to delay of Govern- 
ment in approving shade of contract furnished material, and partly fault of 
contractor for waiting for such approval before commencing production. 

QM-11757. Delinquency wholly fault of Government due to late delivery of 
GFP. 

QM-—22493. Delinquency for great part due to change by Government in type 
of cloth to be used. 

TAP-1769. Delinquency fault of contractor for using facilities on another 
contract. 

QM-22810. Delinquency fault of contractor due to inadequate production 
facilities. 

TAP-277. Delinquency fault of contractor due to inadequate production facili- 
ties. 

QM-—22977. Delinquency partly fault of Government and partly fault of con- 
tractor ; due to late delivery of GFP, and insufficient capacity. 

QM-5424 (OI-827). Review of the files indicates production was not delayed 
by the Government but that the responsibility was wholly that of the con- 
tractor since the delay of commencement of production was the result of its 
using facilities on other business. 

QM-6620 (OI-1189). Responsibility for the delinquency was wholly that of 
the contractor who advised that it would not start manufacturing until all 
component items had been approved by the Government laboratory. Inasmuch 
as the contract provided that production shall not be delayed pending receipt 
of reports of inspection or testing, contractor was responsible for delays in 
deliveries. 

QM-6743 (OI-1391). Contract was scheduled for completion by October 16, 
1956. To date, contractor is delinquent 80,170 units and is 6 months behind 
schedule. Contractor was delayed approximately 40 days by the Government 
not furnishing patterns in time. The remainder of the delay, however, is attri- 
butable to the contractor in that he was slow in getting into production and 
lacked trained personnel and machinery to produce under the contract during 
the initial stages of production. The responsibility for the delay should be 
divided between the Government and contractor. 

QM-8391 (OI-369). There was an initial delinquency of 9,810 units under this 
contract. This delay was the contractor’s responsibility in that it did not obtain 
acceptable waistband material which failed laboratory testing and held up 
completion of the garments. To date, the contract is on schedule 

QM-8390 (OI-368). Contract is ahead of schedule and has not been delinquent. 
Southern Sportswear Co. 

TAP-1372. Delinquency fault of contractor. Unit reduction in price of 2 cents 
for 200,000 units. 

TAP-278. Delinquency fault of contractor due to concentration of facilities on 
other contracts. 

TAP-1770. Delinquency partly fault of Government due to late delivery of 
GFP and partly fault of contractor, with unit price reduction of 2 cents for 
50,000 units. 

QM-—21941. Delinquency fault of contractor due to utilization of facilities on 
other contracts. 

QM-—23902. Delinquency fault of contractor due to overbidding and lack of 
plant capacity. 

QM-6809 (OI-1512). Although the contractor maintained that he was entitled 
to a 30-day extension because the Government delayed him that long in reaching 
decision on a clarification of the specifications, the contracting officer determined 
that contractor was delayed, at the most, 7 days. No extension of the delivery 
schedule was effected. The responsibility for the delinquency should be divided 
between the contractor and the Government. 
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Wynn Enterprises, Inc. 


QM-14914. Delinquency fault of contractor (5 days). 

QM-23493. Delinquency partly fault of Government due to late delivery of GFP 
and partly fault of contractor due to insufficient plant capacity. 

QM-22216. Delinquency partly fault of contractor due to insufficient plant 
capacity, inadequate machinery and absenteeism, and partly fault of Government 
due to late delivery of GFP. 

TAP-1192. Delinquency fault of contractor with liquidated damages assessed. 

QM-14912. Delinquency fault of contractor. 

QM-8923 (OI-1198). The original delivery schedule provided for deliveries 
to begin by February 28, 1957, and end by July 31, 1957. Under that schedule, 
contractor was 48,120 units delinquent as of March 31, 1957. However, for a 
consideration of a reduction in price of $0.05 per unit, the delivery schedule was 
extended for 60 days. Since contractor has delivered approximately 28,000 
units to date, it is ahead of schedule under the new delivery schedule which begins 
on April 29, 1957, and ends on September 30, 1957. 


Tas XI 


(With the exception of the contracts listed below no specifications were changed 
after bid opening but prior to award) 


Centre Manufacturing Co—QM-8140 


A change was made to the specification before award. The specification cited 
in the I/B was changed in the award by requiring a shipping container of 16 
inches in depth rather than 14 inches in depth. Apparently this is a minor 
change involving only a very slight possible increase in cost of performance to 
the contractor. However the contract price was not increased. 


Majorette Sportswear, Inc—QM-15818 


A change was made in a type of contractor-furnished material to be used. 
Reason for the change was that original material was not available. The change 
was reflected in the award and resulted in no change in price. 

QM-15821. Same as comment in regard to QM-15818 above. 


Southern Athletic, Inc_—QM-16478 


A change in the procurement directive deleted one type of webbing and sub- 
stituted another. The change was reflected in the award and resulted in no 
change in price. 

QM-23402. A change was made to correct unit allowances and was furnished 
on the date of award. 

QM-22977. A change in GFP was made from frieze to wool pile. This change 
ultimately resulted in a price increase from 92 cents per unit to $2.07 per unit. 
The change was necessitated by shortage in the frieze material. 


Wynn Enterprises, Inc. 
QM-23493 : 
Change in type of buckles with reduction in price of $392. 
Change in specifications as to needles and braid. No price revision. 
QM-22216: 
Changes in unit allowances due to pattern changes. No price revision. 
Changes in specifications as to type of cloth, braid, and shade. No price 
revision. 
Tas XII 
Centre Manufacturing Co. 


QM-6742 (OI-1389). After award, contractor was advised of 50 changes in 
manufacturing specification and 1 change in packaging specifications. No ad- 
justment as to savings has been accomplished to date. However, technical 
advise indicates that contractor realized a saving of approximately $0.04 per 
wit from the manufacturing changes and the contractor has been requested 
to itemize any savings. Upon completion of a complete analysis, contractor will 
be assessed those savings. 

QM-6742 (OI-1389). Eleven deviations from specifications were granted dur- 
ing the performance of this contract. Five of those deviations were granted at 
om increase or decrease in the contract price and 6 deviations were granted at 
a2 equitable reduction in price of 10 cents per unit for each of the units in- 
Yolved in the 6 deviations. In connection with the deviations effecting a price 
reduction, it is noted that 2 deviations involved 510 units, another deviation 
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involved 610 units, a fourth deviation involved 540 units, an additional deviation 
involved 1,480 units, and the final deviation involved 1,680 units. 

QM-8140 (OI-9215). Six deviations from specifications were granted during 
the performance of this contract. Five deviations were granted at no increases 
or decreases in the contract price and 1 deviation, involving 54,484 units, was 
granted at a price reduction of $0.0025 per unit. 

QM-8843 (OI-1051). Four deviations from specifications were granted during 
the performance of this contract. Two of those deviations were granted at no 
increase or decrease in the contract price; 1 deviation, involving 8,365 units, 
was granted. at an equitable reduction in price of $0.0025; and 1 deviation, 
involving 10,620 units, was granted at an equitable reduction in price of $0.0025, 


Majorette Sportswear Co., Inc. 


TAP-1191. Change in unit widths. No price revision. 
QM-20853. Change permitted in type of cord thread. No price revision. 


Salvage Company of Tennessee, Inc. 


QM-—23490. Changes in braid, fasteners, buckles, patterns, and unit allowance, 
Savings of $686 returned to Government. 


Southern Athletic Co., Inc. 


QM-16478. Change in packing with increase in price of $1,062. 

TAP-111. Change in type of buckle with decrease in unit price of $0.0019. 
change in type of cloth with no price revision. 

QM-—23402. Change in type of cloth and in unit allowances. No price revision. 

QM-21273. Changes in size of pockets because of erroneous specification and 
change in size of thread. No price revision. 

QM-11797. Permission to use two threads in needle, with savings to revert 
to Government. No record that there were any savings. Changes regarding 
substituted Government-furnished property, unit allowances and size. No 
price revisions. 

QM-22493. Change in type of cloth to be furnished by Government with con- 
sequent change in one of the operations. An increase in unit price of $1.15. 

QM-5415. Deviation on thread color with unit price reduction of $0.0001. 
Deviation on ink with unit price reduction of $0.000312. 

QM-22810. Changes in unit allowances and widths. No price revisions. 

QM-6103. Alternate Government-furnished property items included. No price 
revision. 

QM-—22977. Change in specification manufacturing operation because of change 
in GFP. Price increased $1.15 per unit. 

TAP-1769. Modification No. 3 substituted one type of GFP for another because 
of revised Government requirements. No changes in unit allowances or price. 

QM-6743 (OI-1391). After award, contractor was advised of 50 changes in 
manufacturing specifications and 2 changes in packaging specifications. No 
adjustment as to savings has been accomplished to date. However, technical 
advice indicates that contractor realized a saving of approximately $0.04 per 
unit from the above from the manufacturing changes and the contractor has 
been requested to itemize any savings. Upon completion of a complete analysis, 
contractor will be assessed those savings. 

QM-6424 (OI-827). During the performance of this contract, 10 deviations 
from specifications were granted. There were no increases or decreases in the 
contract price as a result of those deviations. 

QM-6629 (OI-1189). Three deviations from specifications were granted during 
the performance of the contract. There were no increases or decreases in the 
contract price as a result of those deviations. 

QM-67438 (OI-1391). Four deviations from specifications were granted during 
the performance of this contract. There were no increases or decreases in price 
as a result of those deviations. 

QM-8316 (OI-210). Six deviations from specifications were granted during the 
performance of this contract. There were no increases or decreases in the con- 
tract price as a result of those deviations. 


Southern Sportswear 


QM-6809 (OI-1512). Five deviations from specifications were granted during 
the performance of this contract. There were no increases or decreases in the 
contract price as a result of those deviations. 

TAP-278. Change in labels with price reduction of $602.44. 

TAP-1770. Change in type of cloth to be furnished by the Government and 
an increase in unit allowances. No price revision. 
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QM-21941. Changes in widths and unit allowances. No price revisions. 
QM-23902. Changes in widths and unit allowances. No price revisions. 
Wynn Enterprises, Inc. 
QM-14914. Changes in type of Government-furnished property and widths. No 
price revisions. 
QM-1192. Changes as to buckles and widths of cloth. No price revisions. 
QM-8923 (OI-1198). To date, no deviations from specifications have been 
granted under this contract. 




















Tas XIII 


Contract No. Comments 


a 1 carton was reported missing in a shipment to contrac- 
tor. Investigation verified receipt by contractor and 
invoice in amount of $14.40 was released for payment. 
An excess usage charge of $67.41 was made and was 
disputed by the contractor. Apparently the matter is 
not settled. $67.41 was withheld. 

Sen CAP esiticesinsen Setscilinsants An excess usage charge of $335.84 was made against the 
contractor. 484 yards of wool were received by the 
company in a soiled condition and 204% yards were 

not received. Both of these were handled by report of 

survey with no liability being fixed against the carrier. 

No withholding from the contractor for these 2 items. 
























































MAJORETTE SPORTSWEAR 


SI ccesiste ty tale neck beagen Webbing ends which were missing were found to have 
been reported as clippings. Some GFP for contract 
TAP-1192 was used on contract TAP-1191. It was re- 
placed by the contractor when the GFP on contract 
TAP-1191 arrived. 
















SOUTHERN ATHLETIC CO. 





Misunderstanding concerning purported transfer of 36- 
inch cloth from another contract. The matter was re- 
solved when it was learned that the transfer was act- 
ually of 40-inch cloth. No dispute resulted. 

MH COO na cieeme cases 1,000 yards of cotton webbing were returned by the con- 
tractor for credit on this contract. It was found that 
the webbing should have been returned for credit on 
another contract. 

IT ai cade casctcncie idl Statement on November 18, 1954, that contractor’s rec- 

ords were erroneous and precluded accurate reconcili- 

ation of property records. It was determined that 
the material usage was reasonable. 









































NS ea. Contractor was charged $2,833 for excess usage of GFP. 
The charge was evidently not disputed. 
AID sccnccciadaipiaiih nies Property administrator states there are inconsistencies 








in contractor’s records, but determined material usage 
was reasonable. 
TTS $12,301.35 was withheld for excess usage of GFP. Con- 
tract was modified to revise inadequate unit allow- 
ances on theory of mutual mistake under title II. 
Withholding was then released. ° 
I a ck Contractor accounted for small quantity of GFP more 
than shipped. It was explained as due to discrepan- 
cies between ticketed quantity and actual quantities. 
ids tee cenes Shipment of GFP damaged in transit and returned to 
PQMD. Apparently a claim was made against the 
earrier. No other disputes. The file does not dis- 
close whether collection was made from the carrier. 
Ly This contract file contained an exchange of correspond- 
ence concerning excess usage of GFP. The contractor 


was charged the sum of $397.16 and this amount was 
withheld. 
































TAP-277 
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QM-22810 The contractor requested additional allowances on silesig 
contending that the unit allowances were inadequate, 
No other contractors complained. R. and D. recom. 
mended no consideration be given to the request, 
Nothing further appears in the file. 


SOUTHERN SPORTSWEAR CO. 


Complete reconciliation between material cutting reports 
and contractor’s material accountability could not be 
made for cotton drill. It was determined however, 
that material usage as indicated in the accountable 
property records was reasonable. 

A letter from the contractor dated October 23, 1953, 
with reference to a reported shortage gave an ex- 
planation therefor. Apparently the explanation wag 
accepted. Cartons containing GFP were never 
opened by the contractor so there could be no short- 
age. There was no excess usage charged or charge 
for loss of GFP. 

QM-13749 There were transfers of GFP back and forth between this 
contract and contract QM-8589 and the contractor 
complained of GFP shortages. The file does not re. 
flect any dispute and no claim was asserted for excess 
usage or shortage of GFP. 

QM-21941 The contracting officer withheld $106.48 for excess usage 
of GFP. The contract was modified to revise inade- 
quate unit allowances on theory of mutual mistake 
under title II. The withholding was then released. 


WYNN ENTERPRISES 


QM-14914 For final GFP accounting purposes the contractor was 
allowed to transfer to this contract 100 yards of cloth, 
cotton jean, from its savings on contract QM-—14912 and 
was charged for excess usage of 249% yards of silesia. 
The file does not indicate the basis of settlement of 
the question of buckram clippings not returned, but 
the matter was settled. There was also a transfer of 
some GFP from contract QM-11757 without prior ap- 
proval. The question was raised under contract QM- 
11757 with Southern Athletic. Apparently the buck- 
ram clippings were transferred from QM-11757 to QM- 
14914. 

TAP-1192 The inventory on return of GFP showed 1,922 yards, and 
the contractor advised that mathematical errors were 
made in converting pounds to yards. The correct 
amount should have been 1,779% yards plus remnants 
of 15 yards. This explanation was accepted. As cor- 
rected, however, the returned material was short 114 
yards, and the contractor could not explain this except 
to say it shipped everything to the Government. This 
apparently satisfied the Government. 

QM-14912____________ A letter to the contractor requested information as to 
elippings of Albert twill, buckram, and silesia that had 

° not been returned. Contractor replied that buckram 
clippings were shipped with jean and the Albert twill 
was probably shipped under contract QM-14914. No 
further questions appear. No charge was made for 
excess usage of GPF. 


Tas XIV 


With the exception of the four contracts listed below, none of the contracts 
covered by this report required the submission of a performance bond and in 
none of the contracts was such a bond requested. 
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entre Manufacturing Oo. 
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QM-8843 (OI-1051). Performance bond was not requested within 10 days of 


award (October 22, 1956). 


Contractor, by letter dated November 14, 1956, 


advised that bond would be forthcoming immediately and on November 17, 
1956, the contractor forwarded the performance bond. 


Southern Athletic Co. 


QM-8390 (OI-368). Performance bond was not requested within 10 days of 


award (August 15, 1956). 


The performance bond was first requested on Sep- 


tember 7, 1956. By letter dated December 11, 1956, contractor forwarded the 


performance bond. 


QM-8391 (OI-369). Performance bond was not requested within 10 days of 


award (August 15, 1956). 


Bond was requested on September 7, 1956, and con- 


tractor submitted bond by letter dated December 11, 1956. 


Wynn Enterprises, Inc. 


QM-8923 (OI-1198). Performance bond was not requested within 10 days of 


award (November 13, 1956). 


Contractor was first requested to submit a bond 


on January 14, 1957. Contractor submitted bond on February 13, 1957. 


Tas XV 


I. In the following contracts the bid failed to specify the number of employees: 


Firm 
Wynn Enterprises, Inc 
Southern Athletic Co 
Southern Sportswear Co 


Contract No. 
QM-8923. 
QM-8316. 
QM-23902.? 


1The original contract file has not been located and accordingly it is not known if as a 
matter of fact the bid contained a representation as to the number of employees. 


II. In the following contracts the bid failed to specify whether the bidder 
was a manufacturer or a regular dealer: 


Firm 


Florida 


Centre Manufacturing Co. 
TAP-205. None 
TAP-—2403. None 
QM-6742. None 
QM-8140. Delivery schedule 
period. 


QM-8323. Delivery schedule extended 3 


period. 
QM-8843. Delivery schedule 
period. 


Florida Athletic Co., Inc. 
TAP-91. None. 
TAP-1781. None. 
TAP-1789. None. 

Majorette Sportswear Co., Inc. 


QM-15818. None. 
QM-15821. None. 
QM-—20853. None. 
TAP-1191. None. 


Salvage Co. of Tennessee, Inc. 
QM-23490. None. 


(col see eel 
Majorette Sportswear Co__---- 


Contract No. 

TAP-277. 
QM-6103. 
QM-8316. 
QM-6743. 
TAP-1192. 
QM-8923. 

ea akon piiaatcdestenich talaaeaiieceatimeamdacditin TAP-91. 

ihipcaautbsieninedaienatale amen osdndaaidabias QM-—20853. 
TAP-1191. 


Tas XVI-A 


extended 6 months to conform to assumption 
months to conform to assumption 


extended 2 months to conform to assumption 
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Southern Athletic Co. 


QM-8589. Monthly quantities slightly decreased for first 2 months and in- 
creased for last 3 months, but same monthly schedule. I/B didn’t conform 
entirely to delivery schedule in procurement directive. P/D was changed to 
conform to I/B schedule. Contracts were awarded on delivery schedule specified 
in the I/B. 

QM-10654. None. 

QM-11757. None. 

QM-16478. None. 

QM-21273. Award extended 1/13 delivery schedule by 60 days to provide 
necessary lead time. 

QM-—22257. None. 

QM-22493. None. 

QM-22810. None. 

QM-—22977. None. 

QM-23402. None. 

TAP-111. None. 

TAP-277. None. 

TAP-1769. None. 

QM-4780. Deliveries extended 10 days on award due to assumption clause 
lead time. 

QM-5415. None. 

QM-6103. Set-aside procurement in which awards were extended 1 month 
from schedule on unrestricted portion in order to give necessary 85-day lead 
time. 

QM-6424. Delivery schedule extending 17 days to conform to 60-day assump- 
tion period. 

QM-6629. None. 

QM-6743. None. 

QM-S8316. Delivery schedule extended 6 months to conform to 90-day assump- 
tion period. 

QM-8390. Delivery schedule extended 14 days due to late award. 

QM-8391. Delivery schedule extended 14 days due to late award. 


Southern Sportswear, Inc. 

QM-13749. None. 

QM-21941. Original invitation called for deliveries from January to Septem- 
ber, but addendum to I/B made delivery schedule January to May increasing 
earlier delieveries and eliminating later deliveries. 

QM-23902. Delivery schedule extended 21 days at time of award because of 
late time of award. 

TAP-278. None. 

TAP-1372. Delivery schedule extended 24 additional days to conform to 
assumption period. 

TAP-1770. None. 

QM-6809. Delivery schedule extended 51 days to conform to assumption period. 
Wynn Enterprises, Inc. 

QM-14912. None. 

QM-14914. None. 

QM-22216. None. 

QM-—23493. None. 

TAP-1192. None. 

QM-8923. Delivery schedule extended 2 months to conform to assumption 


period. Actually it should have been extended 17 days less than what it was 
due to an administrative error. 
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Tas XVI-B 


Centre Manufacturing, TAP-205: 
Original : 
44,000 pairs during January 1953 
39,000 pairs during February 1953 
39,000 pairs during March 1953 
39,000 pairs during April 1953 
89,000 pairs during May 
Modified by Modification 1 due to late delivery of GFP: 
43,960 during period, January 1 to February 20, 1953 
40,460 during period, February 1 to March 20, 1953 
37,450 during period, March 1 to April 20, 1953 
40,250 during period, April 1 to May 20, 1953 
37,450 during period, May 1 to June 20, 1953 
No other change in schedule 
Centre Manufacturing Co., TAP-—2403: 
Original : 
41,650 pairs during September 1953 
41,650 pairs during October 1953 
41,700 pairs during November 1953 
Modified by Modifications No. 2 and 3 due to “Revised Requirements of the 
Government. Initial shipment of GFP 45 days late.” 
41,650 by November 15, 1953 
41,650 by December 15, 1953 
41,700 by January 14, 1954 
No other change in schedule 
Centre Manufacturing Co., QM-8140: Subsequent to award, the completion date 
of the contract was extended from November 30, 1956, to January 30, 1957, for 
an equitable reduction in price of $0.02 per unit for the 50,000 units involved. 
The completion date of the contract was further extended from January 31, 
1957, to April 30, 1957, for an equitable reduction in price of $0.02 per unit 
for the 46,810 units involved. 
Florida Athletic Ca., Inc., TAP-91: 
Original: 
44,622 during January 1953 
41,000 during February 1953 
37,407 during March 1953 
25,873 during April 1953 
25,873 during May 1953 
Modified by Modification 1 due to late delivery of GFP: 
44,622 during January to March 14, 1953 
41,000 during February to April 14, 1953 
87,407 during March to May 14, 1953 
25,873 during April to June 14, 1953 
25,873 during May to July 14, 1953 
No other change in schedule 
Majorette Sportswear, Inc., TAP-1191: 
Original : 
84,500, June 10, 1953 
Modified due to late delivery of GFP: 
84,500, June 16, 1953 
No other change in schedule 
Salvage Company of Tennessee, Inc., QM—23490: 
Original : 
50,000 during May 1952 
50,000 during June 1952 
50,000 during July 1952 
50,000 during August 1952 
Modified due to late delivery of GFP. 
50,000 during May 1, 1952, to June 5, 1952 
50,000 during June 1, 1952, to July 5, 1952 
50,000 during July 1, 1952, to August 5, 1952 
50,000 during August 1, 1952, to September 5, 1952 
No other change in schedule 
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Southern Athletic Co., QM-8589 : 
Original : 
20,000 February 1951 
25,000 March 1951 
40,000 April 1951 
40,000 May 1951 
45,000 June 1951 
Modified by Modification No. 1 due to late delivery of GFP: 
20,000 March 1951 
25,000 April 1951 
40,000 May 1951 
40,000 June 1951 
45,000 July 1951 
No other change in schedule 
Southern Athletic Co., QM—10654 : 
Original : 
8,610 March 7, 1951 
8,610 April 7, 1951 
17,220 May 7, 1951 
17,220 June 7, 1951 
23,340 July 7, 1951 
Adjusted for late delivery of GFP. No formal contract document found. 
Extended by letter to contractor from contracting officer dated March 15, 
1951. 
8,610 April 19, 1951 
8,610 May 19, 1951 
17,220 June 19, 1951 
17,220 July 19, 1951 
23,340 August 19, 1951 
No other change in schedule 
Southern Athletic Co., QM—22257: 
Original: 
90,067 during March 1952 
90,067 during April 1952 
90,067 during May 1952 
90,067 during June 1952 
94,732 during July 1952 
Modified by modification 2 due to late delivery of GFP: 
90,067 during March 1—May 2, 1952 
90,067 during April 1—June 2, 1952 
90,067 during May 1-July 2, 1952 
94,732 during July 1-September 2, 1952 
No other change in schedule 
Southern Athletic Co., QM-—22493: 
Original: 
6,250 during February 1952 
6,250 during March 1952 
6,250 during April 1952 
6,250 during May 1952 
Modified by modification 2 due to late delivery of GFP: 
6,250 during February 1 through April 27, 1952 
6,250 during March 1 through May 27, 1952 
6,250 during April 1 through June 27, 1952 
6,250 during May 1 through July 27, 1952 
No other change in schedule 
Southern Athletic Co., QM-—22810: 
Original : 
49,333 during May 1952 
49,334 during June 1952 
49,333 during July 1952 
Modified by modification 2 due to late delivery of GFP: 
49,333 during May 1—July 12 
49,334 during June 1—August 12 
49,333 during July 1-September 12 
No other change in schedule 
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Southern Athletic Co., QM-—22810—Continued 
Original : 
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6,200 during March 1952 

6,300 additional during April 1952 
6,300 additional during May 1952 
10,400 additional during June 1952 
10,400 additional during July 1952 
10,400 additional during August 1952 


Modified by modification No. 1 due to late delivery of GFP. 


6,200 each March 1, 1952, to June 3, 1952 

6,300 each April 1, 1952 to July 3, 1952 

6,300 each May 1, 1952, to August 3, 1952 

10,400 each June 1, 1952, to September 3, 1952 
10,400 each July 1, 1952, to October 3, 1952 
10,400 each August 1, 1952, to November 3, 1952 


No other change in schedule 
Southern Athletic Co., TAP 111: 
Original : 


9,000 during January 1953 
11,520 during February 1953 
4,000 during March 1953 
7,980 during April 1953 
7,980 during May 1953 

8,040 during June 1953 


Modified by modification 1 due to late delivery of GFP: 


9,000 during January 1 through March 2, 1953 
11,500 during February 1 through April 2, 1953 
4,000 during March 1 through May 2, 1953 

7,980 during April 1 through June 2, 1953 

7,980 during May 1 through July 2, 1953 

8,040 during June 1 through August 2, 1953 


No other change in schedule 
Southern Athletic Co., TAP-277: 
Original : 


48,985, March 1953 
67,610, April 1953 
60,645, May 1953 
61,380, June 1953 
61,380, July 1953 


Modified due to late delivery of GFP: 


48.985, April 28, 1953 
67,610, May 28, 1953 
60.645, June 28, 1953 
61,380, July 28, 1953 
61,380, August 28, 1953 


No other change in schedule 
Southern Athletic Co., TAP-1769: 
Original : 


33,520 pairs during June 1 to July 17, 1953 

33,520 pairs during July 1 to August 17, 1953 

33,520 pairs during August 1 to September 17, 1953 
33,520 pairs during September 1 to October 17, 1953 
33,520 pairs during October 1 to November 17, 1953 
32,400 pairs during November 1 to December 17, 1953 


Modified by modification 2 due to late delivery of GFP : 


33,520 pairs during June 1 to August 15, 1953 

33,520 pairs during July 1 to September 15, 1953 

33,520 pairs during August 1 to October 15, 1953 
33,520 pairs during September 1 to November 15, 1953 
33.520 pairs during October 1 to December 15, 1953 
32,400 pairs during November 1 to January 15, 1954 


No other change in schedule 
Sonthern Athletic Co., QM-4780: 
Original : 


30,485 each, January 10, 1955 
45,010 each, February 10, 1955 
45,010 each, March 10, 1955 
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Southern Athletic Co., QM—4780—Continued 
Modified by modification No. 1 due to late delivery of GFP : 
30,485 each, February 11, 1955 
45,010 each, March 11, 1955 
45,010 each, April 11, 1955 
No other change in schedule 

Southern Athletic Co., QM-8316: Subsequent to award, the contract delivery 
schedule was extended 45 days for those items remaining undelivered as of 
March 31, 1957, at an equitable reduction in price of $0.375 per unit. 

Southern Athletic Co., QM—8319: Subsequent to award, the delivery schedule 
was extended an additional 16 days because the Government delayed in fur. 
nishing the contractor with the schedule of sizes to be manufactured under the 
contract. 

Southern Athletic Co., QM-8390: Subsequent to award, the contract delivery 
schedule was extended 79 days because the Government was late in furnishing 
the contractor the schedule of sizes to be manufactured. 

Southern Sportswear Co., QM—21941: 

Original: 
Knoxville plant: 
15,273, January 1952 
15,487, February 1952 
15,278, March 1952 
15,273, April 1952 
13,744, May 1952 
Centerville plant: 
25,048, January 1952 
25,317, February 1952 
25,048, March 1952 
25,048, April 1952 
22, 539, May 1952 
Modified by modification No. 1 due to late delivery of GFP. 
Knoxville plant: 
15,2738, March 6, 1952 
15,437, April 6, 1952 
15,273, May 6, 1952 
15,273, June 6, 1952 
15,744, July 6, 1952 
Centerville plant: 
25,048, March 6, 1952 
25,317, April 6, 1952 
25,048, May 6, 1952 
25,048, June 6, 1952 
22,539, July 6, 1952 
No other change in schedule 
Southern Sportswear Co., QM-23902 : 
Original: 
14,743, March 28, 1952 
52,625, April 28, 1952 
42,043, May 28, 1952 
42,043, June 28, 1952 
42,043, July 28, 1952 
6,503, August 28, 1952 
Modified by Modification 1 due to late delivery of GFP: 
14,743, April 21, 1952 
52,625, May 21, 1952 
42,043, June 21, 1952 
42,043, July 21, 1952 
42,043, August 21, 1952 
6,503, September 21, 1952 
No other change in schedule 
Southern Sportswear Co., TAP-278: 
Original: 
70,540, March 1953 
43,260, April 1953 
46,930, May 1953 
53,375, June 1953 


53,3 
53,375, July 1953 
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Southern Sportswear Co., TAP-—278—Continued 
Modified by Modification 2 due to late delivery of GFP: 
70,540 during period March 1 to May 8, 1953 
43,260 during period April 1 to June 3, 1953 
46,930 during period May 1 to July 3, 1953 
53,375 during period June 1 to August 3, 1953 
53,375 during period July 1 to September 3, 1953 
No other change in schedule 
Southern Sportswear Co., TAP-1372: 
Original : 
50,000, June 24 through July 24, 1953 
50,000, July 25 through August 24, 1953 
50,000, August 25 through September 24, 1953 
50,000, September 25 through October 24, 1953 
50,000, October 25 through November 24, 1953 
50,000, November 25 through December 24, 1953 
Modified by Modification No. 2 due to late delivery of GFP: 
50,000 by October 15, 1953 
50,000 by November 15, 1953 
50,000 by December 15, 1953 
50,000 by January 15, 1954 
50,000 by February 15, 1954 
50,000 by March 15, 1954 
Modified by Modification No. 4 at request of contractor at reduction of 2 
cents per unit on 200,000 units. 
33,333 by January 31, 1954 
33,333 by February 28, 1954 
33,333 by March 31, 1954 
33,333 by April 30, 1954 
33,334 by April 30, 1954 
33,334 by 30 June 1954 
No other change in schedule 
Southern Sportswear Co., TAP-1770: 
Original : 
33,000 pairs during June 1—July 17, 1953 
33,000 pairs during July 1—-August 17, 1953 
33,000 pairs during August 1—-September 17, 1953 
33,000 pairs during September 1—October 17, 1953 
33,000 pairs during October 1-November 17, 1953 
35,000 pairs during November 1—December 17, 1953 
Modified by Modification 1 due to late delivery of GFP: 
33,000 pairs during June 1—August 16, 1953 
33,000 pairs during July 1-September 16, 1953 
33,000 pairs during August 1—October 16, 1953 
33,000 pairs during September 1-November 16, 1953 
33,000 pairs during October 1-December 16, 1953 
35,000 pairs during November 1, 1953-January 16, 1954 
Further extended as to 50,000 units by Modification 4 for which the Govern- 
ment received a 0.02 cent per unit reduction in price as follows: 
25,000 each by February 26, 1954 
25,000 each by March 26, 1954 
No other change in schedule 
Wynn Enterprises, QM-22216: 
Original: 
25,360 pairs during January 1952 
29,255 pairs during February 1952 
35,130 pairs during March 1952 
35,115 pairs during Apri! 1952 
35,120 pairs during May 1952 
85,115 pairs during June 1952 
35,120 pairs during July 1952 
17,785 pairs during August 1952 









































































































































































































344 MILITARY CLOTHING PROCUREMENT 


Wynn Enterprises, QM—22216—Continued 
Modified by Modification 2 due to late delivery of GFP: 
25,360 pairs by February 28, 1952 
29,225 pairs by March 28, 1952 
35,130 pairs by April 28, 1952 
35,115 pairs by May 28, 1952 
35,120 pairs by June 28, 1952 
35,115 pairs by July 28, 1952 
85,120 pairs by August 28, 1952 
17,785 pairs by September 28, 1952 
No other change in schedule 
Wynn Enterprises, TAP-1192: 
Original : 
To be completed by June 10, 1953 
Modified by Modification Nos. 1 and 2 due to late delivery of GFP: 
To be completed by June 16, 1953 
No other change in schedule 
Wynn Enterprises, QM-23493 : 
Original : 
25,000, May 1952 
25,000, June 1952 
25,000, July 1952 
25,000, August 1952 
Modified by Modification 2 due to late delivery of GFP: 
25,000, May 1 to June 5, 1952 
25,000, June 1 to July 5, 1952 
28,000, July 1 to August 5, 1952 
28,000, August 1 to September 5, 1952 
No change in schedule. 
Wynn Enterprises, Inc., QM-—8923: Subsequent to award, the contract delivery 
schedule was extended 60 days at an equitable reduction in price of $0.05 per 
unit. 


In the following contracts the delivery schedule provided for in the contraet 
at the time of award was not extended: 


Centre Manufacturing Co QM-6742 
QM-8323 
QM-8843 
Florida Athletic Co TAP-1781 
TAP-1789 
Majorette Sportswear Co QM-=20858 
QM-15818 
QM-15821 
Southern Athletic Co QM-5415 
QM-6108 
QM-22977 
M-21278 
QM-16478 
QM-11757 
QM-6424 
QM-6629 
QM-6748 
Southern Sportswear Co QM-138749 
QM-6809 
Wynn Enterprises, Inc QM-14912 
QM-14914 
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Tas XVII 





Date 





—_— 


H. D. Wynn 

Claire Wynn 

H. D. Wynn 
Do.-- 


Claire W ynn Ross 


Ross 


. ‘ Oy aed July 


| Nov. 

Mar. 

..| Nov. 
| Jan. 


5, 1954 
21, 1955 
29, 1955 
14, 1955 
19, 1956 
27, 1956 


} 


Time 


1306 te:3........ 
1:35 to 1:45....... 
12:50 to 2:30 

10 to 12:05 sued 
12:10 to 12:40. ..- 


9:42 to 12:25. ..._- 


Company 


Southern Athletic. 

Wynn Enterprises. 

Southern Athletic. 
Do. 

Wynn Enterprises. 

Southern Athletic. 


H. D. Wynn 
lis amon 

B. Wynn. 

H. D. Wynn 

Claire Wynn 
Do. 

H. D. Wynn--. 

Do. Gia a 
Claire Wynn Ross 
H. D. Wynn 
Claire Wynn 

oe 
H. D. Wynn 

Do. ‘ 


< é : Feb. 
5 i Apr. 
Apr. 
May 
June 

| June 
| July 


18, 1956 | 
19, 1956 | 
22, 1956 
12, 1956 | 
21, 1956 
5, 1956 
| July 6, 1956 
| Aug. 16, 1956 | 
Sept. 7, 1956 | 
| Sept. 18, 1956 
| Nov. 7, 1956 | 

Nov. 23, 1956 
| Feb. 25, 1957 


8:30 to 10:30. ..- 
9 to 9:40 
1:25 to 3:30. .....- 


Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 

Wynn Enterprises. 
Do. 

| Southern Athletic. 
Do. 


Ross 





Ross 





Note.—Mr. Robert Tripp Ross does not appear on any records at this installation as a visitor. 


Tas XVIII 


The following contracts were signed by Mr. H. D. Wynn: 


Contract No. |Date of award) Firm Position of signatory 


TAP-91---- 
TAP-1191-- 
QM-8589. - . - 
QM-1N654. - - 
QM 11757 
QM-16478- 
QM-21273 
QM-22257 


Oct. 
|} Apr. 
| Jan. 
Feb. 
Mar. 
May 
Nov. 
Dee. 
Dee. 
Dee. 
| Dec. 
Jan. 
Oct. 
| Dee. 
Nov. 
Aug. 
Apr. 
Oct. 
Dee. 
Jan. 
July 
Aug. 
May. 
Nov. 
Dee. 
May 


| Jan. 


27, 1952 
10, 1953 
5, 1951 
6, 1951 
1, 1951 
29,1951 | 
9, 19F 1 
1951 
1951 
1951 
1951 
1952 
1952 
1952 
10, 1954 
5, 1955 
21, 1955 
24, 1955 
19, 1955 
18, 1956 
31, 1956 
15, 1956 
28, 1941 
30, 1951 
18, 1952 
19, 1943 
20, 1956 
| Jan. 15,1952 | Wynn President. 
Apr. 10, 1953 | .-do aa Te r Do 
| Noy. 13, 1956 ..do.. maa oe Ms No position designated. 


Florida Athletie Co 
Majorette Sportswear_ 
Southern Athletic Co-- 
ao » wie wa ° 
do 
_.do 
do 


Presi lent. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 

No position designated. 
Do. 

President. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 
Do. 
Do. 

No position designated. 

Presi..ent. 
Do. 
Do. 
Do. 
Do. 

Partner. 
Do. 
Do. 


do 
ao 
do 
do 
do 
..do 
do 
..do 
..do 
do 
do 
do 
do 
do 
..do = 
Southern Sportswear 
.-ad 
|.....d0 
do 
do 


QM-22493. 
QM-22810 
QM-22977. - - 
QM-23402 
TAP-I11__- 
TAP-277___- 
QM-~4780_. - - 
QM-6103. 
QM-5415 


7, 
13, 
21, 
29, 
14, 
30, 
18, 


QM-13749___. 
M-21941_ 
AP-278__.. 

TAP-1770--..- 

QM-6809 _ _ -. 
M-23493_. __ 
AP-1192. ._- 

QM-8923_ 








Enterprises. 





The following contracts were signed by Claire Wynn (Mrs. Robert Tripp) 


Firm 


sa | 
Contract No. |Date of award) 


Position of signatory 


Vice president. 
on emieh Do. 
on Enterprises. -- 2 Secretary and treasurer. 
G=. = Do. 
do... Treasurer. 


| Jan. 15,1952 | Salvage Co. of Tennessee_-__- 
| May 19,1953 | Southern Athletic- 

| Apr. 13,1951 | Wy 

| do. | 

6, 1951 


M-23490 
AP-1769 
QM-14912 
QM-14914 
QM-22216 


| Dee. 


92420 
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The following contracts were signed by Mr. Matlock D. Hays: 


Contract No. |Date of award Firm 


TAP-205 _- 
TAP- 2403 
QM-6742 
QV-8140 
QM-8323 
OM-8843 


Nov. 18, 1952 
June 25,1953 | 
| . | j 

| Jan. | do. 

| June 30, 1956 ..do- 

| July 31, 1956 do oa 
Oct. 22,1956 | .....do._-_. . 


Centre Manufacturing Co 
do. 


—————— 


Position of signatory 


—— 


Vice president. 
Presitent. 

Do. 

Do 

Do. 

Do, 


The following contracts were signed by Mr. E. W. Miller: 


Contract No. 


Date of award Firm 


a 
| May 8,1951 | Majorette Sportswear 

do j do 

et. 25,1951 | do 


Position of signatory 


| 
| 


Vice president. 
Do. 
Do. 


The following contracts were signed by Mr. W. R. Wynn: 


bali aiaecaaie 4 ee 
ee | 
Contract No. |Date of award] 


Firm 


TA P-1781 : May 19, 195: Florida Athletic Co 


TAP-1789_.....| i do 


' 
| 


Position of signatory 


rreasurer. 
Do. 


The following contracts were signed by Mr. Robert Tripp Ross: 


Contract No. |Date of award 


Q™Mi-14912_.....| Apr. 13,1951 | Wynn Enterprises 
QM-14914 do essa 


The following contract 


} 


Date of award 


Contract No. Firm 


QM-15821 May 8&,1951 | Majorette Sportswear 


was signed by Mr. W. L 


Position of signatory 


. Ambrose, Jr.: 


Position of signatory 


Secretary. 


The following contract was signed by Mr. F. M. Wynn: 


| 
Contract No. |Date of award Firm 


Apr. 24,1953 | Southern Sportswear 


The following contract 


Contract No. 


QM-11757 


Date of award Firm 


Mar. 1,1951 | Southerr Athletic Co 


was signed by U. E. Neas: 


| 
| Position of signatory 


| 
Partner. 


Position of signatory 


Secretary and treasurer. 
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FRIDAY, APRIL 12, 1957 


House oF REPRESENTATIVES, 
SupcoMMITTEE ON Minirary OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:05 a. m., in room 
1501, New House Office Building, Hon. Joe M. Kilgore presiding. 

Members present : Joe M. Kilgore (presiding) and Glenard P. Lip- 
scomb. 

Also present: Herbert Roback, staff director; James F. Eckhart, 
counsel; Karl Morgan, chief investigator ; Robert McElroy, investi- 
gator; Carey Brewer, senior defense specialist; and Frank Pelland, 
General Accounting Office. 

Mr. Kitcore. The subcommittee will come to order. We will con- 
tinue this morning with the hearing on military clothing procure- 
ment. 

I believe there are three witnesses scheduled before the committee, 
Mr. French, Mr. Waale, and Mr. Babé. We will swear them to- 
gether. 

Do you and each of you solemnly swear that the testimony you are 
about to give to this committee is the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Frencu. I do. 

Mr. Waate. I do. 

Mr. Base. I do. 


TESTIMONY OF P. M. FRENCH, SOUTHERN MANUFACTURING CO., 
NASHVILLE, TENN. 


Mr. Kincorr. Mr. French, you are a past president of the Southern 
Garment Manufacturers Association, and now with the Southern 
Manufacturing Co. of Nashville, Tenn., is that right, sir? 

Mr. Frencu. Yes, sir. 

Mr. Kricore. Would you proceed ? 

Mr. Ropackx. Mr. Chairman, Mr. French has kindly consented to 
come before the committee this morning and give the committee the 
benefit of his views as to the difficulties which confront the Govern- 
ment in procuring clothing of the type under discussion in this in- 
quiry. We have had testimony from a representative of the Cloth- 
ing Manufacturers Association of America which dealt primarily with 
wool clothing, and we understand, Mr. French, that you speak more 
for the cotton garment segment of the industry. 
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And if you can give use the benefit of your views, I know the com- 
mittee will be very appreciative. 

Mr. Kixcore. The committee is pleased to have you here, and will 
be glad to hear you in that respect. 

Mr. Frencu. I haven’t any prepared statement. 

Now, I am not speaking for the industry at all, either Southern 
Garment Manufacturers Association or the cotton garment manu- 
facturers, I am just speaking from a manufacturer’s standpoint. And 
I will be glad to answer any questions. As I say, I did not prepare 
any statement because I did not know what you might want to find out, 
but I am open to any questions. 

Mr. Kiteore. Mr. Lipscomb ? 

Mr. Lirscoms. I may have missed it, Mr. French, but are you a 
manufacturer ? 

Mr. Frencn. Yes, sir. 

Mr. Larscoms. What isthe name of your sg a 

Mr. Frencu. Southern Manufacturing Co., Nashville, Tenn. 

Mr. Lirscoms. How big a company do ‘you have ? 

Mr. Frencu. We have a little less than 500 employees. 

Mr. Lirscoms. Do you obtain and do Government contracts ? 

Mr. Frencu. Yes, sir. 

Mr. Lipscoms. In the cut-make-and-trim business ? 

Mr. Frencn. Yes, sir. 

Mr. Lirscoms. Thank you. 

Mr. Ropack. Can you explain to the committee, Mr. French, why 
it is that on a recent contract which is under scrutiny by the committee 
that the Government solicited 178 manufacturers and received 9 re- 
sponsive replies, of which only 1 turned out to be a candidate, you 
might say, for the award ? 

Mr. Frencu. Well, I do not know which procurement you are speak- 
ing of. It may have been for a short-term contract or a small quantity, 
that would prevent manufacturers from wanting to bid on it. An- 
other thing, it might have come at a time when people—y ou see, there 
is not enough Government work to go around to all manufacturers. 
The majority of them try to build up their own trademark rather 
than to bid on Government contracts, especially small quantities. 

In our industry—and speaking for myself—why, we don’t want a 
small contract of 100,000 units or 200,000 for 30, 60, or 90 days. We 
can’t be reasonable in our bid. If it is that kind of a procurement 
we just turn in a no-bid letter, for our prices would be unreasonable, 
unless it would come right at the end of the contract of the same 
garment that we were then on, you see. It costs too much money to 
go from civilian to Government work, and that prevents them from 
bidding. 

And due to the small quantities that the Government is buying today 
and the short terms, it is not as interesting to many manufacturers, 
During the war when there was large procurement the manufacturers 
didn’t want it, they had to be driven into it, persuaded, as their 
patriotic duty, and sacrifice their own production. 

That was the case with ourselves in 1941. We didn’t want any 
Government work, we were building up our own trademark, and s0 
forth, to go into the commercial. And Al Browning, one of the 
Deputy Administrators, Col. Thomas Jones, Col. Bob Dillon, who 
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was an OPM man, and Walter Becker, Col. Middleschwartz, and 
several of the others sold me on the idea that I should do Government 
work, after a great deal of criticism because I hadn’t been bidding back 
in 1940—I didn’t bid until October 1940 for any Government work; 
I wasn’t looking for it. 

And then I went all out on Government work and got rid of my 
commercial; I stayed right on with it. And I tried to get back in 
1946—in 1946 you had the same trouble again. Discharging the 
soldiers, with new clothes, their demand was great. And I was per- 
suaded to come back in then. 

And I have bid from time to time since then. 

Mr. Lirscoms. Are you on this list of 178 bidders that the Govern- 
ment circularized ¢ 

Mr. Frencu. I am on the mailing list for certain types of garments 
that I get invitations to bid on, mostly in clothing. 

Mr. Lirscoms. This bid that Mr. Roback was talking about was 
for 249,000 pairs of men’s trousers, wind resistant, sateen, 9-ounce 
weight, olive green, QM shade 107, water-repellent treated. Is that 
the type ? 

Mr. Frencn. Yes; we have made that garment. Wasn’t that a 
90-day procurement ? 

Mr. Liescoms. I will have to ask the staff. 

Mr. Morean. Delivery was to begin in less than 90 days, but the 
contract itself was to run for a period longer than 90 days. 

Mr. Frencu. Well, that was too small a contract for us to bid on. 
We have got to go all out ina plant. We do not make Government 
work with civilian. And if it isa 6-month contract we don’t want less 
than 600,000 units. 

Mr. Kizeorr. That is about the capacity of your operation for a 
6-month period ? 

Mr. Frencu. For one plant, yes, sir. 

Mr. Liescoms. In other words, at least in your case, a plant cannot 
commingle Government work and private work at the same time on 
contracts such as this, they have to be all Government or all private 
work ? 

Mr. Frencn. Yes. We are highly engineered and strictly contrac- 
tors, we do not sell our output, we either sell to a large manufacturer, 
cut-make-and-trim for him, or the Government. And we can't hold 
our costs down and be competitive to mix Government work with 
civilian. 

Mr. Lirscomrn. This must be true, then, throughout the industry, 
because we have been told that most of the companies in this field have 
100 employees or less. 

Mr. Frencn. How is that, now ? 

Mr. Lirscomn. I say, most of the companies in this field, we have 
been informed, have 100 employees or less 

Mr. Frencu. Well, they are acceptable for a small contract, they 
couldn’t handle large procurement in a given length of time. 

Mr. Ropack. Mr. French, do you have any recommendaitons to make 
to the comimttee that might establish a more stable relationship be- 
tween the Government and a reputable clothing manufacturer? 


Mr. Frencu. You are speaking of cotton, or the needle industry as 
awhole? 
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Mr. Rosack. I am speaking of the type of procurement that Mr 
Lipscomb mentioned, I mean in military clothing, mostly cotton gar- 
ments. 


Mr. Frencu. Well, we have been working—I am chairman of the 


industry advisory committee on end use garments in the cotton gar. 


ment industry. We have been working with Dr. Kennedy, head of 
research and development, on \ specifications, and have had several meet- 
ings with him. I have had 2 engineers that spent about 8 or 9 weeks 
on . studying the specifications on the type of garments that we gen- 
erally bid on, and simplifying them—not simplifying them, but with 
this idea, to come out with the best specifications without taking any- 
thing away from the appearance or wearability of the carment. 

Dr. Kennedy made it very clear that he would like for us to work 
on that. And we spelled out and rewrote several of the specifications 
so that there would be no difference in opinion between inspector and 
management, so that there couldn’t be any doubt as to whether it was 
deviati ing or not. I think that is a good thing. 

There were too many general statements in the specifications to 
start out with, I think, and a lot of that has now been eliminated, 
And I think most any contractor will be capable of thoroughly under- 
standing the specifications, and so will the inspectors. 

Some times there is an honest difference of opinion as to whether 
the garment should be made this way or that way. But what we were 
interested in is the appearance and the serviceability of the garment 
when it is delivered to the Government. 

As to which way we commence sewing, or something of that kind, 
is immaterial, just so the job is done. 

I think that will go a long way. And as I see it, we have worked 
with Dr. Kennedy and his staff to such an extent that it wasn’t good 
business on our part. But inasmuch as being chairman of that com- 
mittee, I thought it was my duty to do that. And we have simply 
created more competition for us, and we have made it easier for 
competitors to come in and bid than heretofore. 

Mr. Rosack. Are you acquainted with Mr. Wynn? 

Mr. Frencu. Yes, sir. 

Mr. Ropack. From your knowledge of manufacturing in this in- 
dustry, is it a common practice or not a common practice to have a 
number of companies and to submit multiple bids ? 

Mr. Frencn. It is being done, I would say, to a great extent. 
I consider Mr. Wynn a very reputable man anda good manufacturer, 
he did an awful good job during the emergency when other people 
wouldn't take it on. He isa hard competitor of mine, I will say that, 

Mr. Rorack. Do you have any additional recommendations to 
make? Or if you would like to review the testimony before this 
committee and make some response in the form of specific recom- 
mendations in addition to what you have testified to, the committee 
would be happy to receive that, Mr. French. 

Mr. Frencu. Well, I would be glad to study Mr. Cobrin’s recom- 
mendations and his presentation and give you any further help that 
I possibly can. ‘There are many things in Mr. Cobrin’s recommenda 
tions—I suppose that is something like he has been presenting from 
time to time in the Quartermaster Association on these things—that 
T can’t agree with. 
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Mr. Kircore. Well, we would be very pleased to have your views 
on those things, Mr. French, whether you agree or disagree, because 
we would like to have information. 









e Mr. Frenca. He certainly has a right to his opinion the same as 

he I have. 

\f Mr. Kricore. Any other questions ? 

t- (No response.) 

cS Mr. Kiieore. Mr. French, we certainly appreciate your coming 

- down. 

h Mr. Frencn. Thank you. And may I have a copy of this and Mr. 

y- Cobrin’s testimony—that is, you mean you want me to write you after 
I get back? 

k Mr. Kirgore. After you look it over, if you have any additional 

ns recommendations of any nature that you would like to make, we would 

1d be very glad to hear from you, Mr. French. 

as Mr. Frencu. May I have his recommendation, because he is a rep- 
resentative of the American Clothing Manufacturers Association— 

to I don’t know whether you would want any recommendations from 

cd, the Southern Garment Manufacturers Association or not, or whether 

T- they would care to make any. Iam not an officer in the SGMA today, 
but I have served a long time with them, and possibly the board of 

er directors might want to make some. 

Te Mr. Kitcore. If they care to make some the committee will be very 

nt happy to have them, Mr. French. And the committee will furnish 
you with copies of the recommendations that have been made and 

1d, the testimony you would be interested in seeing, and you can look at 
it and see if there are any recommendations you want to make. 

ed Mr. Kixeorr. Mr. Waale. 

od 

m- TESTIMONY OF T. G. WAALE, DIRECTOR OF THE OFFICE OF 

ply PROCUREMENT AND TECHNICAL ASSISTANCE, SMALL BUSINESS 

for ADMINISTRATION; AND ROSS D. DAVIS, ASSISTANT GENERAL 

COUNSEL, SMALL BUSINESS ADMINISTRATION 
: Mr. Waate. Mr. Chairman, I have a prepared statement, which 
in with your permission I will read into the record. 
es Mr. Kixcore. The committee will be very glad to have it. 

Go right ahead, Mr. Waale. 
ont. Mr. Waae. My name is T. G. Waale. Iam Director of the Office 
rer, } of Procurement and Technical Assistance of the Small Business 
ple Administration. In response to the request of this committee, I am 
hat. appearing here today as a representative of the Small Business 
to Administration to testify as to the dealings between SBA and the 
this } several companies allegedly owned or controlled by Mr. H. D. Wynn. 
om- | Iam accompanied by Ross D. Davis, Assistant General Counsel of 
ts 6SBA. 

I do not have direct personal knowledge of all the matters covered 
om- by my statement. I have, however, examined the Washington files 
that | of SBA and, as to those transactions of which I do not have personal 
ida | knowledge, my testimony is based on the information contained in 
rom | these files. 
that 


I should like to preface my remarks with a brief description of the 
regulations of the Small Business Administration which relate to the 
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transactions between SBA and the companies said to be owned or 
controlled by Mr. Wynn. So far as I am able to ascertain, these 
companies have not sought any assistance from the Small Businegg 
Administration except in connection with obtaining Government 
contracts. 

The only issue that has presented itself in the course of these trans- 
actions is whether the companies in question may be classified as small 
business within the meaning of the Small Business Act and the regu- 
Jations issued by SBA. Companies which fall into the category of 
small business are benefited under our programs because they are 
permitted to participate in Government procurements which have 
been set aside, in whole or in part, for small business contractors. 

In addition, small business concerns which m: Ly be denied the award 
of a contract because, in the view of the procuring agency; they are 
not competent to perform the contract, may seek a certificate of com- 
petency from the Small Business Administration. This certificate, if 
issued by the agency, certifies that the company in question can per- 
form the contract under consideration. 

The procuring agency thereafter is precluded from denying the 
award of the contract to the certified small business on the grounds 
that the company will be unable to perform the contract. 

This certification is only applicable to a specific contract, and per- 
tains only to capacity andl credit. 


Under regulations issued by the Small Business Administration 
(SBA Bulletin No. 83, revised June 10, 1954) an “affiliate” was de 
fined broadly to mean a related or associated organization. Affiliation 
under this regulation could arise through common ownership, com- 


mon control, or through various kinds of cooperative agreements be- 
tween concerns, their ownership or their management. 

The regulation provided that if there existed either common own- 
ership, or common control, or certain agreements relating to the op- 
eration of the concerns in question, a presumption was raised that the 
concerns involved were so closely related that they must be considered 
as one entity for the purpose of determining if they are a small bus- 
iness. 

However, the regulations also provided that this presumption could 
be rebutted by a showing that the common ownership or common 
control or agreements between the concerns were not significant in 
that these factors did not infringe on the independence of the com- 
pany under consideration. 

Under usual circumstances a small firm bidding on a Government 
procurement is required to certify that the company and its affiliates 
employ less than 500 persons and therefore qualifies as a small busi- 
ness. In the absence of any protest, it is the policy of the Small 
Business Administration and the procuring activities to accept this 
certification as conclusive. 

Obviously it is impossible to make independent investigations of 
the many thousands of certifications that are made each year. We 
have found that in practically all cases, if a protest as to size arises 
the sole question presented is not whether the company under con- 
sideration has properly disclosed the facts, but rather whether it has 
properly interpreted the applicable size standards. 
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These matters are disposed of by the issuance of a formal or in- 
formal interpretation of the regulations by the Small Business Ad- 
ministration. 

When the Small Business Administration was required to deter- 
mine the size classification of any company said to be owned or 
controlled by Mr. H. D. Wynn, two principal questions were pre- 
sented : (1) Was the company under consideration affiliated with o: her 
concerns; and (2) was the total employment of this company and its 
affiliates less than 500 persons ? 

In March 1953, a request was made by the Armed Services Textile 
and Apparel Procurement Agency to the Small Defense Plants Ad- 
ministration that a size determination be made for Southern Athletic 
Co., Knoxville, Tenn., and Majorette Sportswear Company, Inc., 
Dechard, Tenn. The SDPA representative at ASTAPA made an in- 
itial determination apparently based on the reports of a national 
credit agency that these concerns were not small because they were 
affiliated with each other and also with the Florida Athletic Co., Inc., 
Gainesville, Fla.; Centre Manufacturing Co., Inc., Centre, Ala.; 
Hall-Tate Manufacturing Co.; Knoxville, Tenn.; Wynn Enterprises, 
New York City; Emporium Corp., Knoxville, Tenn.; T. & W. Man- 
ufacturing Co., Elizabethtown, Ky. 

The total employment of these concerns at that time was in excess 
of 500 persons. 

As a result of this determination, Centre Manufacturing Co., and 
Florida Athletic Co., made a protest to the Washington office of 
SDPA. Based upon statements of Matlock B. Hays, president and 

major stockholder of Centre, W. R. Wynn, president and owner of 50 
percent of the stock of Florida Athletic Co., and H. D. Wynn, it was 
determined that Centre with 90 employees and Florida Athletic with 
113 employees each was an independent firm with fewer than 500 
employees and therefore could be classified as small. 

However, the classification of Southern Athletic, Southern Sports- 
wear, and Majorette Sportswear remained unchanged. These con- 
cerns were ruled not to be small business because of their affiliation 
with each other and their relationship with T. & W. Manufacturing 
Co., Hall-Tate Manufacturing Co., Wynn Enterprises, Inc., and the 
Emporium Corp. 

According to Mr. Wynn, Southern Athletic employed approxi- 

mately 350 persons, Southern Sportswear employed approximately 
20), and at that time, according to Mr. Wynn, Majorette Sports- 
wear employed approximately 70 persons. 

In April 1954, the question was again raised as to whether Southern 
Athletic Co., should be classified as a small business. On May 1, Mr. 
H. D. Wynn ‘certified to the Small Business Administration’s represen- 
tative at the New York Quartermaster Purchasing Agency, that the 
business owned or controlled by Mr. Wynn employed less than 500 
persons. 

The New York Quartermaster Purchasing Agency was advised of 
this certification of Mr. H. D. Wynn and informed that on the basis 
of his certification, Southern Athletic Co. did qualify as a small con- 
cern. The records of this Agency do not indicate that the company 
participated in any procurement on the basis of this certification. 

In March 1956, Shelby Air Force Depot, Wilkins Air Force Sta- 
tion, Shelby, Ohio, requested the advice of the Small Business Ad- 
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ministration as to the size of Southern Sportswear Co., Southern 
Athletic Co., and a new company, Southern Aviation Manufacturin 
Co. It appears that all these companies submitted individual bids 
on a procurement set aside for small business. 

According to Mr. Wynn, Southern Aviation Manufacturing Co, 
Inc., was a new corporation, formed in late 1955 for the prime pur. 
pose of detailing and bidding on Air Force contracts; the company 
was wholly ow ned by Mr. Wynn and had no employees. 

The SBA regional director in Atlanta, Ga., made a determination 
that Southern Athletic, Southern Aviation, Southern Sportswear, and 
affiliates were not small business. Mr. W ynn appealed this ruling 
principally on the grounds that the companies in question did not em- 
ploy more than 500. His evidence was that the employment of South- 
ern Athletic varied from 285 to 347; Southern Sportswear varied from 
11 to 42; Wynn Enterprises had 2 employees; and Centre from 3¢ 
to 131 employees; and at no time did the combined payroll exceed 500. 

Based on these st: itements, the Size Standards Committee on April 
17 sustained his appeal. Shelby Air Force Depot was informed that 
the Southern Aviation was classified as small business on IF B-33- 
(602)-—56-95. However, because the employment by these companies 
admittedly varied from time to time, the SBA regional director, At- 
Janta, Ga., was notified on April 18, 1956, that the classification applied 
only as of March 16, 1956, and in connection with the procurement by 
Wilkins Air Force Station and w ould not be applicable to other bids 
submitted by any of these companies. 

As a result of an inquiry on the Wilkins Air Force procurement, I, 
as Director, PTA, requested Mr. Wynn to furnish additional details 
concerning the stockholders and officers of the various companies that 
he and his family allegedly controlled. 

Mr. Wynn reaffirmed that he did not control Florida Athletic; 
claimed that Emporium was a real estate concern with out any em- 
nloyees; that Salvage Company of Tennessee was inactive ; that Wyn- 
tes had one employee and was being liquidated; that a Mr. Tate con- 
trolled T. & W., and that he (Mr. W ynn) had never controlled or di- 
rected T. & W.; and although he owned 251% percent of the stock of 
Southeastern Truck, 49 percent of its stock had been sold to another 
trucking firm and a merger of the two lines was in process, after which 
Mr. Wynn would own 16% percent of the stock in the merged firm. 

Mr. Wynn had prev iously informed the SBA regional director, At- 
lanta, Ga., that Hall-Tate did not have any employees ; and that he 
and his family were disposing of all stock interest in all firms except 
Southern Athletic, Southern Sportswear, Wynn Enterprises, and 
Hall-Tate. 

He also informed the regional office that he controlled the first three 
mentioned firms. Mr. Wynn also informed the national credit office 
in New York, N. Y., that he was “no longer interested in Florida 
Athletic, Majorette, or T. & W.” 

Nothing was developed to indicate that Southern Aviation, together 
with its affiliates, was not a small business at the time it bid on IF B- 
33-(602)-56-95. 

On October 25, 1956, Wynn Enterprises, apparently the Jow bidder 
on a Wilkins Air Force Station procurement, protested a determina- 
tion that the company did not qualify as a small business. Claire 
Wynn Ross, sister of H. D. Wynn, acted on behalf of that firm. In 





MILITARY CLOTHING PROCUREMENT 300 


support of her contention that Wynn Enterprises was not affiliated 
with H. D. Wynn’s firms, she submitted a copy of Mr. Wvynn’s resig- 
nation, dated October 1, 1956, as president of Wynn Enterprises, and 
copies of leases for facilities and machinery, also dated October 1, 
1956, made between Wynn Enterprises and Southern Aviation and 
between Southern Sportswear and Wynn Enterprises. 

She also reported that she owned two-thirds of the stock of this 
firm, balance being owned by Janet and Richard Wynn, H. D. 
Wynn’s minor children, and that the firm did not have contracts to 
represent any of the firms in which H. D., Wynn was alleged to be 
interested although it acted as sales agent on a commission basis for 
Southern Athletic and Southern Sportswear. 

In November, Southern Athletic advised our SBA regional office, 
Atlanta, Ga., that it employed more than 500 persons and was large 
business. 

On November 23, 1956, Mrs. Ross was informed that Wynn Enter- 
prises was classified as large business, as it was affiliated with concerns 
owned or controlled by H. D. Wynn which employ in aggregate more 
than 500 persons. 

These determinations were based on H. D. Wynn’s statement that he 
controlled Southern Athletic, Wynn Enterprises, and Southern Avia- 
tion, that he and his family had stock interest in Southern Athletic, 
Southern Sportswear, and Wynn Enterprises; the admission that 
Wynn Enterprises acts as sales representative for Southern Sports- 
wear and Southern Athletic, and the existence of intercompany trans- 
actions between these three firms. No further action appears to have 
been taken by Wynn Enterprises. 

On January 5, 1957, H. D. Wynn wrote on Southern Athletic letter- 
head to the SBA regional office, protesting the classification of large 
business in connection with IB—QM-386,030-57-481, on which it was 
low bidder for 200,000 men’s jackets, cotton, tan tropical. 

He claimed the “manufacturing concerns” he controlled and oper- 
ated employed 430 people at the time of the submission of the bid. On 
January 16, 1957, the SBA regional office, Atlanta, Ga., notified the 
SBA representatives at the Philadelphia Quartermaster Depot that 
Southern Athletic indicated a desire to appeal its classification as large 
business but had not yet done so. 

On the same day, Mr. Wynn was notified that no appeal had been 
filed and until a redetermination was made, the classification would 
not be changed. On January 26, 1957, Mr. Wynn, for Southern 
Athletic, submitted to the regional office, a list of its employees for 
the neriod December 24-29, 1956. 

He claimed he did not “control” Wynn Enterprises which had two 
employees, and listed the status and number of employees of several 
other companies. This letter was acknowledged on January 30, 1957, 
and Mr. Wynn informed that no appeal had been filed and appeal was 
the only wav to review the determination. 

A letter from Mr. Wynn to the regional office, dated February 1, 
1957, stated it could be treated as an appeal, to which the regional 
office on February 8, 1957, replied by sending the appeal forms for sub- 
mission. Further correspondence of the same nature between Mr. 


Wynn and the regional office is dated February 8 and February 11, 
1957. 
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On January 4, 1957, Mr. Hayes on behalf of Centre, protested the 
classification of large business in connection with invitation No. QM- 
36—-030-57-481. He submitted a sworn statement dated December 19, 
1956, averring he acquired Mr. Wynn’s stock interest in this corpora. 
tion in January 1953, that there were only 2 stockholders, he owning 
98 shares and his attorney owning 2 shares, and that H. D. Wynn hag 
no interest in the corporation. On the basis of these allegations, it 
was decided by SBA that Centre Manufacturing Co. qualified as small 
business. 

If the committee has any questions, we shall be happy to try to 
answer them or furnish any additional information the committee 
may desire. 

Mr. Kaxcore. Mr. Roback. 

Mr. Ronacx. Mr. Waale, on page 8 of your statement it is noted 
that Mr. Wynn submitted a list of employees for the period December 
24 to 29, on a matter which concerns January 26, 1957. What was 
the significance of that? That was the Christmas week, it looks like, 
just by reading the statement. 

Mr. Waatr. I don’t know, Mr. Roback, what the significance is 
other than that he was furnishing a list of employees in support of 
his contention that they were small business. 

Mr. Ronack. On January 26, 1957, Mr. Wynn claimed that he did 
not control Wynn Enterprises, which had two employees. Now, was 
the Small Business Administration aware that at that time Wynn 
enterprises purported’ to be a manufacturing facility performing or 
preparing to perform on a contract of $800,000? 

Mr. Waare. We did not have any information in our file to that 
effect, this is the only thing we do have, that there was an invitation 
pending at the time that we made our size determination. 

Mr. Ropacx. When you make size determinations, or your Size 
Standards Committee considers an appeal, does it do it on the basis 
of the information presented by the manufacturer, or does it do it on 
the basis of a payroll check or investigation ? 

Mr. Waate. Based on the information furnished by the applicant, 
in most cases. 

Mr. Ropack. You stated earlier that the information by the appli- 
cant goes to the question of whether he interpreted the size classifica- 
tion correctly, and not whether he was making a correct representa- 
tion, and you waive any question as to whether his representation was 
an accurate reflection of his employees ? 

Mr. Waate. We do not waive that. 

Mr. Ronack. How do you check it? 

Mr. Waate. We accept their certifications. However, if there is 
any protest or anything else we go back for additional information, 

Mr. Ronack. That would be only on the basis of a protest ? 

Mr. Waate. That is correct. 

Mr. Rosack. In one case you classify Southern Aviation as small 
business on the basis of a representation at the time that it had no 
employees. Then, of course, they got a contract, and they hired some 
people. Now, it is the practice of the Small Business Administration 
to classify people before they hire, or do they take into consideration 
the prospective employment for the contract which gives rise to the 
application ? 
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Mr. Waate. Our whole discussion here, and my statement, covers 
the standards in effect at that time, and they cover the number of em- 
ployees, including affiliates, at the time of the submission of the bid and 
not subsequent to the award. Eat) 

Mr. Rosacx. So that if it were otherwise permissible for a cor- 
poration or a company with no employees to be considered as a bidder, 

ou don’t go beyond that consideration ¢ 

Mr. Waate. No. 

Mr. Ropack. Now, do you have any obligation in your agency to 
consider whether a person or company is otherwise qualified under 
the Walsh-Healey Act ? 

Mr. Waste. We make no determination based on whether a person 
is otherwise qualified to do business with the Government ? 

Well, that responsibility lies with a procuring activity, we do not 
enter into that field. 

Mr. Ropackx. You don’t go behind 

Mr. Waate. No, sir; we don’t go behind the procuring activity. If 
someone called it to our attention we would pass it back to him, but we 
do not go behind the procuring activity. 

Mr. Morcan. Mr. Waale, by your statement of related or associated 
organization, you don’t restrict an affiliate to the same business en- 
deavor, such as clothing manufacturing, do you? In your definition 
of an affiliate, you described it broadly to mean a related or associated 
organization. 

Mr. Waar. That is correct. 

Mr. Morcan. By that you don’t mean to imply that it must be in the 
same field of endeavor ? 

Mr. WaAte. No, sir. 

Mr. Morcan. In other words, if a clothing manufacturer owns con- 
trolling interest in a large real estate concern or a large trucking con- 
cern, those companies would also be taken into consideration in your 
size standards, determination of the total number of employees? 

Mr. Waate. That is correct. 

Mr. Davis. Mr. Morgan, could I amplify that, or clarify our sit- 
uation with respect to the size standabtal 

The first of this year we published new size standards which 
changed to a certain extent our approach to affiliation, and also changes 
the determination of the number of employees in the sense that we 
now use an average figure. 

Now, prior to the first of the year, the only test as far as the number 
of employees was concerned was whether this number exceeded 500 
at the time of the bid. So that, taking a hypothetical case, if the 
company wanted to lay off all its employees and then put in a bid, it 
would qualify. That no longer isthecase. And we average the num- 
ber of employees over a period of time to determine whether they are 

ualified. But for most matters under discussion here today, I think 

e old definition would apply. 

Mr. Rosack. How would you handle the representation that Wynn 
Enterprises had only two employees, such recommendation having 
been made as late as January 26, 1957? 

Mr. Davis. That would be handled on the basis of affilition. In 
other words, is Wynn Enterprises an independent concern, or is it 
afiliated with other concerns? And if it is affiliated with any other 
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concerns, then employment of all concerns involved would be com- 
puted. 

Mr. Rosacx. A determination was made that Centre Manufactur. 
ing Co. qualified as small business. In the absence of any formal 
evidence of stock holding or other ownership interest, are you in a 
peeeros to determine whether there is in fact a working arrangement 
yetween that company and other companies? 

Mr. Davis. The case of Centre Manufacturing Co., presented some 
difficulties in our attempts to resolve the question of affiliation. We 
examined the stock book of the company. and we also have affidavits 
from the president of the company, indicating to us that he doesn’t 
hold stock for the beneficial interest of any other individual. 

Mr. Rosacx. What if he utilized Wynn Enterprises, Inc., a New 
York corporation, to deposit bids, check up on matters involving an 
award or a contract? 

Mr. Davis. Well, then, we would have to evaluate the relationship 
between Centre and Wynn Enterprises to determine whether the in- 
tercompany transactions were such that we would want to find that 
the companies were affiliated. If we found that they were affiliated, 
then the affiliation would come right around and take in all the other 
companies that previously we had decided were affiliated with Wynn 
Enterprises. I don’t think, generally speaking, that the fact that a 
company gets procurement information or does that kind of servicing 
must lead to the conclusion that the firms are affiliated. 

Mr. Morcan. Would not that be included in your statement about 
agreements between companies ? 

Mr. Davis. It could. 

Mr. Rosack. Mr. Waale, when Wynn Enterprises received a nega- 
tive facility survey, and an application was then made for a certificate 
of competency, what would the Small Business Administration de- 
termine in the face of that kind of a survey ? 

Mr. WaAAtE. What would they determine? 

Mr. Rorack. Yes, sir. In other words, do you have occasion to 
review a finding by the procuring agency that the facilities are lack- 
ing and say that that is not the case, is that what you do, in effect? 

Mr. Waate. Well, in case a procuring activity determines a small 
business concern may be deficient in either capacity or credit, prior 
to rejecting the company they will refer it to the Small Business 
Administration. Upon referring the case to the Small Business Ad- 
ministration, they will refer copies of data pertinent thereto, such as 
a copy of the survey they have made, a copy of the invitation to bid, 
and spevifications, and so on. 

Contact is made with the small business concern, and they are 
offered an opportunity in effect to appeal the decision of the pro- 
curing activity. If they elect to appeal the decision or express a desire 
to appeal the decision of the procuring activity, they are afforded an 
opportunity to complete a formal application and representatives of 
the Small Business Administration make an independent survey of the 
facilities at the site, with either a production, industrial, or financial 
man, to come up with an independent report. 

We do not make a decision based upon a review of the survey of the 
purchasing activity. 
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Mr. Rosacx. Do you have authority under the Small Business Act, 
in effect, to overrule a finding of the procuring activity in regard to 
competency to produce or financial ability ? 

Mr. WaAALE. Yes, sir. 

Mr. Rosackx. Now, in the case of the Wynn Enterprises award, 
when that negative survey was entered and a request was made for 
a certificate of competency, in that particular case would it not have 
developed that if you had processed that case to completion you would 


have determined that the company was ineligible for an award by 


virtue of being big business? 


Mr. Waate. Yes. We have made a size determination here that 
they were big business, and in view of the size determination, we would 
not have processed the application for a certificate of competency. 

Mr. Rozpacx. Are you familiar with the Comptroller General's let- 
ter to the chairman of the committee with regard to the relationship 
of multiple bidding to a small business award ? 

Mr. Waatz. I cannot speak with authority on that; no, sir. 

Mr. Davis. We haven’t had a chance to examine that letter. 

Mr. Rozvackx. Will you comment on this statement of the Comp- 
troller General: 

One of the objectives of the Small Business Act of 1953 is to insure fair and 
reasonable treatment for small business concerns, and if a bidder has attempted 
to mislead the Government by submitting multiple bids for companies which use 
the same manufacturing facilities, it would not seem proper for that individual 
to seek to obtain small business awards for any of his companies, failing the 
original bid. 

Is that according to your understanding ? 

Mr. Davis. If I may comment on that 

Mr. Kitcore. Mr. Davis, since everybody else has been sworn before 
the committee, do you solemnly swear that the testimony to be given 
before the committee will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Davis. I do. 

I haven’t had, as I stated before, the benefit of reading that letter, 
but it seems to me that so far as we are concerned, the sole question 
that we would have to deal with is whether the concern, or group of 
concerns bidding on a contract were small and eligible for our assist- 
anceor not. ‘The question of whether the bids are otherwise submitted 
in proper form would be one for the procuring agency to deal with. 
So I am not sure that I understand what the Comptroller General 
means by that phrase. I don’t say that we disagree with it, and 
certainly any company that indulges in tactics that are an attempt to 
qualify as a small business when they are not entitled to, these activi- 
ties would defeat the purposes of the Small Business Act, and we 
would be concerned about them. If that is what the Comptroller 
General means, we agree with that statement. 

On the other hand, it sounds to me as if the Comptroller General is 
addressing his remarks to something other than whether the com- 
pany in question qualifies as a small business. 

Mr. Ronacx. You are aware of the possibility, are you not, that by 
corporate diversification it is conceivable that an individual or a 
controlling company can qualify as small business if he is permitted 
by such corporate diversity to represent that one of the corporations is 
smal] business ? 
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concerns, then employment of all concerns involved would be com- 
puted. 

Mr. Rosacx. A determination was made that Centre Manufactur. 
ing Co. qualified as small business. In the absence of any formal 
evidence of stock holding or other ownership interest, are you in a 
soa to determine whether there is in fact a working arrangement 

tween that company and other companies? 

Mr. Davis. The case of Centre Manufacturing Co., presented some 
difficulties in our attempts to resolve the question of affiliation. We 
examined the stock book of the company. and we also have affidavits 
from the president of the company, indicating to us that he doesn’t 
hold stock for the beneficial interest of any other individual. 

Mr. Rosacx. What if he utilized Wynn Enterprises, Inc., a New 
York corporation, to deposit bids, check up on matters involving an 
award or a contract ? 

Mr. Davis. Well, then, we would have to evaluate the relationship 
between Centre and Wynn Enterprises to determine whether the in- 
tercompany transactions were such that we would want to find that 
the companies were affiliated. If we found that they were affiliated, 
then the affiliation would come right around and take in all the other 
companies that previously we had decided were affiliated with W ynn 
Enterprises. I don’t think, generally speaking, that the fact that a 
company gets procurement information or does that kind of servicing 
must lead to the conclusion that the firms are affiliated. 

Mr. Morcan. Would not that be included in your statement about 
agreements between companies 4 

“Mr. Davis. It could. 

Mr. Rosack. Mr. Waale, when Wynn Enterprises received a nega- 
tive facility survey, and an application was then made for a certificate 
of competency y, what would the Small Business Administration de- 
termine in the face of that kind of a survey ? 

Mr. Waare. What would they determine ? 

Mr. Rorack. Yes, sir. In other words, do you have occasion to 
review a finding by the procuring agency that the facilities are lack- 
ing and say that that is not the case, is that what you do, in effect? 

Mr. Waatr. Well, in case a procuring activity determines a small 
business concern may be deficient in either capacity or credit, prior 
to rejecting the company they will refer it to the Small Business 
Administration. Upon referring the case to the Small Business Ad- 
ministration, they will refer copies of data pertinent thereto, such as 
a copy of the survey they have made, a copy of the invitation to bid, 
and spe-ifications, and so on. 

Contact is made with the small business concern, and they are 
offered an opportunity in effect to appeal the decision of the pro- 
curing activity. If they elect to appeal the decision or express a desire 
to appeal the decision of the procuring activity, they are afforded an 
opportunity to complete a formal applic ation and representatives of 
the Small Business Administration make an independent survey of the 
facilities at the site, with either a production, industrial, or financial 
man, to come up with an independent report. 

We do not make a decision based upon a review of the survey of the 
purchasing activity. 
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Mr. Rosackx. Do you have authority under the Small Business Act, 
in effect, to overrule a finding of the procuring activity in regard to 
competency to produce or financial ability ? 

Mr. Waate. Yes, sir. 

Mr. Rosack. Now, in the case of the Wynn Enterprises award, 
when that negative survey was entered and a request was made for 
a certificate of competency, in that particular case would it not have 
developed that if you had processed that case to completion you would 
have determined that the company was ineligible for an award by 
virtue of being big business? 

Mr. Waate. Yes. We have made a size determination here that 
they were big business, and in view of the size determination, we would 
not have processed the application for a certificate of competency. 

Mr. Rozsack. Are you familiar with the Comptroller General’s let- 
ter to the chairman of the committee with regard to the relationship 
of multiple bidding to a small business award ? 

Mr. Waatz. [ cannot speak with authority on that; no, sir. 

Mr. Davis. We haven’t had a chance to examine that letter. 

Mr. Rosackx. Will you comment on this statement of the Comp- 
troller General: 

One of the objectives of the Small Business Act of 1953 is to insure fair and 
reasonable treatment for small business concerns, and if a bidder has attempted 
to mislead the Government by submitting multiple bids for companies which use 
the same manufacturing facilities, it would not seem proper for that individual 
to seek to obtain small business awards for any of his companies, failing the 
original bid. 

Is that according to your understanding ? 

Mr. Davis. If I may comment on that 

Mr. Kricore. Mr. Davis, since everybody else has been sworn before 
the committee, do you solemnly swear that the testimony to be given 
before the committee will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Davis. I do. 

I haven’t had, as I stated before, the benefit of reading that letter, 
but it seems to me that so far as we are concerned, the sole question 
that we would have to deal with is whether the concern, or group of 
concerns bidding on a contract were small and eligible for our assist- 
anceornot. The question of whether the bids are otherwise submitted 
in proper form would be one for the procuring agency to deal with. 
So I am not sure that I understand what the Comptroller General 
means by that phrase. I don’t say that we disagree with it, and 
certainly any company that indulges in tactics that are an attempt to 
qualify as a small business when they are not entitled to, these activi- 
ties would defeat the purposes of the Small Business Act, and we 
would be concerned about them. If that is what the Comptroller 
General means, we agree with that statement. 

On the other hand, it sounds to me as if the Comptroller General is 
addressing his remarks to something other than whether the com- 
pany in question qualifies as a small business. 

Mr. Ropack. You are aware of the possibility, are you not, that by 
corporate cliversification it is conceivable that an individual or a 
controlling company can qualify as small business if he is permitted 
by such corporate diversity to represent that one of the corporations is 
small business ? 
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Mr. Davis. We feel that our approach through the definition of 
affiliates precludes that kind of an arrangement. We look at the 
group of corporations rather than the individual corporation. 

Mr. Ropnacx. Well, in certain of the contracts, as I recall, when the 
Air Force awards were pending, in some cases certificates of compe- 
tency were invited of the Small Business representative, for him to 
convey that to the prospective contractor, attention being called at 
the same time to the fact that there was more than one bid, even though 
the identical producing facilities were to be utilized. Now, does the 
Small Business Administration have any independent responsibility 
to determine whether the bids are otherwise proper and legal when 
it certifies that someone is small business ? 

Mr. Davis. I don’t think so. 

Mr. Morcan. Mr. Waale, if the Small Business Administration 
attempted to verify a certification made by a company, and you deter- 
mined that the certification was false or in error, what action could 
you take, or what action would you take? 

Mr. Waarr. We would refer the case, with all pertinent data, to 
either Justice or the General Accounting Office, as well as notifying, 
of course, the procuring activity. 

Mr. Morean. Is any penalty prescribed in the Small Business Act 
for misrepresentation of facts on a certification of size ? 

Mr. Davis. No; there is none. 

Mr. Morcan. In your opinion, would a false certification be a valid 
reason for suspending or debarring a firm or individual ? 

Mr. Davis. Yes, sir. 

Mr. Morean. You stated on page 5, referring to the decision you 
made on Mr. Wynn’s certification of May 1, 1954, that the records 
of your agency do not indicate that the company participated in any 
procurement on the basis of this certification. The information this 
committee has is that a contract was awarded by the Air Force, I 
believe, April 30, 1954, or the day before Mr. Wynn’s certification, 
and before you sustained his position. Would that be according to 
the regulations as you understand them, the Air Force could award 
a contract on a basis of this firm being small business prior to your 
determination and your ruling? 

Mr. Davis. Did this contract involve a set-aside for small business? 

Mr. Morean. Right. 

Mr. Davis. Under usual circumstances, unless the question is raised 
by either the contracting officer or some other bidder, it would appear 
to be a satisfactory method of procedure to rely on the certification. 

Mr. Moraan. Well, he certified on May 1, this was the day after the 
contract was awarded. 

Mr. Davis. Well, there are two certifications involved, one is what 
he puts on his bid; they have the box that they check. And another 
is the certification to the Small Business Administration which oc- 
curred in an effort, to clarify whether he was in fact qualified. 

Mr. Morcan. You stated on page 4: 

In April, 1954 the question was again raised as to whether Southern Athletic 
Co. should be classified as small business. 

Now, what contract was that in relation to, or what bid ? 

Mr. Waar. That was in relation to a request from the New York 
Quartermaster Purchasing Agency. 
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Mr. Morcan. That was on a Quartermaster purchase, not an Air 
Force purchase ? 

Mr. Waar. That is correct. And the certification we are referring 
to there in that paragraph on the bottom of page 4 and the top of page 
5 is the certification of Mr. H. D. Wynn. 

Mr. Morean. Did he list the companies that he included in that 
certification, or did he merely state that he certified that the companies 
he controlled employ less than 500 people? 

Mr. Davis. The May 1 certification simply stated that the manu- 
facturing companies that Mr. Wynn owned or controlled are, as he 
put it, working less than 500 persons. 

Mr. Morean. So you had no way of knowing what companies he 
included in that, whether or not he was in agreement with your ruling 
on what companies were affiliates ? 

Mr. Davis. That is true. Now, actually what we informed the 
Quartermaster was that a company which certifies that it employs 
less than 500 persons is qualified as a small business. So far as we 
knew, this was not in connection with a specific procurement, and it 
was a rather general reply to a general question. 

(The documents referred to above follow :) 

May 3, 1954. 
To: B. T. Trial, Lt. Col., QMC, Chief, Equipage and Footwear Branch, NYQMPA 
through Mr. Robert M. Greene, Small Business Specialist, NYQMPA. 
From: Wm. I. Lawson, SBA Representative in Charge, NYQMPA, 111 East 16th 
Street, New York, N. Y. 
Subject : Southern Athletic Co., Knoxville, Tenn. 

1. In accordance with request from Mr. Colon Dixon, purchasing agent, the 
writer asked his Washington office to investigate current status of subject 
company. 

2. Attached hereto is copy of telegram from H. D. Wynn, president, together 
with a certification from the same party certifying that the combined manufac- 
turing companies owned or controlled by Mr. H. D. Wynn are currently working 
less than 500 people. 

8. On the basis of these certifications SBA must currently consider subject 
company as qualifying under the Small Business Administration. 

KNOXVILLE, TENN., April 30, 1954. 
W. I. Lawson, 
Small Business Administrator, New York Quartermaster 

This is to certify that companies that I own or control have less than 500 people 
on payroll. Letter to follow. I will be in New York Monday. 

H. D. Wynn, 
President, Southern Athletic Co. 


SouTHERN ATHLETIC Co., INC., 
Knogville, Tenn., May 1, 1954 
Mr. W. I. Lawson, 
Small Business Administration, New York Quartermaster Purchasing 
Agency, United States Army, New York, N. Y. 


Dear Mr. Lawson: This will confirm a telephone conversation by Mr. Matlock 
Hays and Mr. Pierce in Washington at which time he stated that the businesses 
that I own or control are working less than 500 people. 

I wish to certify that the manufacturing companies that I own or control 
are working less than 500 people and we are smaller business. 

In 1953 we leased for 10 years one of our plants that was working 900 people 
to Levi Strauss Co. and we have nothing to do with this company as they make 
dungarees. 

I disposed of my stock interest in three other companies and I, personally, no 
longer have any stock in them. 


92420—57—_—_24 
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We are very much dissatisfied with the way this matter has been handled, 
We are $80,000 cheaper than our nearest competitor, a reliable firm, and yet we 
have been questioned no less than 6 different times. We have given statements 
that we are working less than 500 people in the businesses that I own or control, 
I would again like to point out that no companies own one dimes worth of stock 
in the Southern Athletic Co. nor does the Southern Athletic Co. own one dimeg 
worth of stock in any other company. I would appreciate you advising if there 
is any question on any of the above companies. I will be in New York at Oregon 
5—0410 for the next 4 days. 

Very truly yours, 
H. D. “Breezy” Wynn. 

Sworn and subscribed to before me this the Ist day of May 1954. 

URBAN BE. NeAs, Notary Public. 


Mr. Morean. From your testimony it appears that there was no 
ruling or determination by the Small Business Administration from 
the period May 1, 1954, until annem 1956. Does your record not show 
any ceterttinintion during 1955? 

Mr. Waatr. I don’t believe that the Washington record does reflect 
any determination. 

Mr. Morean. Would you check that for us, because our records show 
that 3 contracts awarded by the Air Force during 1955 were restricted 
to small business, 1 on March 18 to Southern Sportswear, 1 on June 1, 
1955, to Southern Sportswear, 1 on June 30 to Southern Athletic. 

Mr. Davis. We will be happy to check the record. 

In order to clarify this problem, I would like to point out that 
because of the definition of small business then in effect, any certifie: 
tion or determination had no continuity, because it was the number 
of employees at the time of the bid, and the most that the Small Busi- 
ness Administration could do if the question was raised was to investi- 
gate and determine whether at the time of bid the certification was 
correct. But if another bid came along 2 weeks later, the certification 
would not apply to the next bid. 

As we pointed out earlier, if nobody doubted the certification, then 
the certification was accepted at its face value, and the question did 
not arise. 

Mr. Morean. In March 1953, based upon statements of Mr. Hays, 
Mr. W. R. Wynn and Mr. H. D. Wynn, you determined that 
Centre and Florida Athletic were each independent, and had fewer 
than 500 employees, and therefore could be classified as small. 

Was it revealed prior to your determination that the stock of Flor- 
ida Athletic was owned 50 percent by Mr. Wynn’s wife and 2 minor 
children, that Mr. H. D. Wynn was then a director of the firm, 
that his wife was a vice president, and that Mr. Wynn’s attorney 
was the secretary, and a director, and if that information was not 
known, would it have affected your determination in the case of 
Florida Athletic ? 

Mr. Davis. As I read our records, the determination that Florida 
Athletic was an independent small business is based on the informa- 
tion that 53 percent of the stock of Florida Athletic was owned by 
W.R. Wynn. H. D. owned 15 percent, his wife “” and his children 
as benefic; iaries of a trust fund owned 20 percent. I don’t see in this 
file any information as to the status of the directors. 

I should add, perhaps, that the Small Defense Plants Administra- 
tion, which made this determination, had not at that time so far as I 
know developed very hard and fast rules as to a definition of an 
affiliate. In any event, it appears that a good deal of the information 
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which you cited was known to and recognized by the Small Defense 
Plants Administration. 

Mr. Morcan. Would it make any difference to you in the case of 
Centre Manufacturing if Mr. Hays was at that time also a vice presi- 
dent of Southern Athletic Co., which was controlled by Mr. H. D. 
Wynn? 

Mr. Davis. Certainly, under our present regulations, this is a mat- 
ter that we would want to consider. I don’t know whether it would 
be determinative. 

Mr. Morcan. In this case you took their statement, and you made 
no attempt to verify the facts? 

Mr. Davis. I cant say with any certainty what attempts were made 
to verify the fact in 1953. 

Mr. Morean, In March of 1956, I believe it is, you determined that 
Southern Aviation was small business. Are you aware that on No- 
vember 18, 1955, Southern Athletic in a bid (QM-56-252) submitted 
to the quartermaster certified that they employed 327 employees, and 
that on the following day, November 19, 1955, Southern Sportswear 
in a bid to the quartermaster certified that they employed 158 em- 
ployees and that at the time of your determination in March 1956, 
Southern Athletic and other affiliated companies were working on ap- 
proximately 6 or 7 quartermaster or military contracts ? 

Mr. Waae. We do not have that information in our records here 
in Washington. 

Mr. Davis. Of course, the important figures would be the figures of 
employment in March rather than what had gone on prior. 

Mr. Morgan. On the invitation for bid that was mentioned No- 
vember 18, it is stated in the survey of Southern Athletic, December 
12, 1955, that they had 331 employees at that time, and the survey 
estimated that it would require 557 employees to perform under that 
contract. If they had received that contract, would it not be reason- 
able to assume that their number of employees increased above the 
327 figure that they stated at the time of the bid ? 

Mr. Davis. What date are we talking about now, please ? 

Mr. Morean. The period of early 1956. 

Mr. Davis. Well, as Mr. Waale’s statement indicates, the determi- 
nation we made in March was based on evidence submitted to us— 
and I believe some of it was in affidavit form—of the number of per- 
sons employed by Southern Athletic, Southern Sportswear, Wynn 
Enterprises, and Centre Manufacturing—Centre is included here even 
though Mr. Wynn stated at the time he had no controlling interest 
in it. 

Mr. Rosack. Why did he submit it ? 

Mr. Davis. He didn’t want to argue about it, I take it, he said, “All 
right, go ahead and include Centre; we are still under the 500 figure.” 

And that is what his employees figures showed at the time. 

Mr. Morean. He also stated that Southern Sportswear varied from 
11 to 42. Do you think that would be a reasonable statement, in view 
of the fact that just a few months before that he listed his total number 
of employees of Southern Sportswear as 158? 

Mr. Davis. Perhaps we have overcondensed the statement. Per- 
haps I can find it for you in the record. 
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Mr. Morean. And on February 16, 1956, he certified that the exact 
number of employees at the Southern Sportswear, Centerville, Tenn,, 
presently is 104. 

Mr. Davis. We have a sworn statement from Southern Sportswear, 
Is that one of the companies involved here? And this is dated April 
12. And it states that on February 8, 1956, total number of employees 
on the payroll was 42, on the 7th of March, total employees was 11, 
And on the 16th of March the total employees was 11. 

Mr. Morcan. You were not aware, then, that on January 20, 1956, 
Southern Sportswear received a contract (DA 36-030-QM-6809) 
from the Quartermaster Corps at a total cost figure of $451,000? 
Would it appear to you that their employees would be decreasing or 
increasing in order to fulfill a contract of that size ? 

Mr. Davis. If they were performing that contract in the Southern 
Sportswear plant it would appear to me that the employment figures 
would be going up. 

Mr. Rosack. You mean that if the employees were moved out into 
the basement or on the top floor, which another corporation ostensibly 
had charge of, they would be excluded, is that what you said? 

Mr. Davis. I was simply making the general observation that if 
this company received a large contract and was producing under this 
contract, that they would require more than 11 or even 42 employees, 

Mr. Kizeore. | have two very minor questions I would like to ask 
you, Mr. Waale. 

With respect to your statement about the procedure that the Small 
Business Administration uses in making a certificate of competency, 
I believe you said you considered capacity and credit as the two items 
that were before you? 

Mr. Waatez. Yes, sir. 

Mr. Kircore. On the question of capacity, is that a physical ca- 
pacity determination only, or do you attempt to go into management 
capacity ¢ 

Mr. Waate. We bring management in, Mr. Chairman. We try to 
make as complete a survey as we can, we try to get full information 
on management, with specific reference, of course, to the professional 
employees and those who direct and supervise. The same thing ap- 
plies on the financial side, we go into the fiscal and the managerial 
ability. 

Mr. Kitcore. On page 8 of your statement you begin a discussion 
about a letter that Mr. H. D. Wynn wrote to your regional office on 
January 5 protesting the classification of large business, and you carry 
that discussion on down to the top of page 9. And I don’t believe that 
there is anything in the statement that indicates what the central office 
determination was, whether or not he actually filed an appeal, and if so, 
what ruling was had. 

Mr. Waa ez. I believe the matter was dropped. We were relating 
here the events that happened and the opportunity offered to Mr. 
Wynn to file a formal appeal. 

Mr. Kicore. But he did not file? 

Mr. Waatr. No, sir, he did not do it. 

Mr. Lirscoms. Isn’t is a fact that on January 5 Mr. Wynn wrote his 
original letter, and on January 4 Mr. Hays wrote in behalf of the 
other company, Centre ? 

Mr. Waar. That is correct. 
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Mr. Liescome. And you declared the other company small business, 
and wouldn’t that make it unnecessary for Wynn to carry his other 
company any further ? 

Mr. Waar. Centre was a separate entity and not associated with the 
other Wynn companies. 

Mr. Liescoms. Prior, in 1956, you were considering Centre as part 
of Wynn Enterprises ? 

Mr. Waace. He had included them, as Mr. Davis indicated, on a cer- 
tification to our office. 

Mr. Liescoms. He had included them then? 

Mr. Waar. Here we have a sworn statement to the effect that they 
are a Separate entity and not affiliated with any of H. D. Wynn’s other 
companies. 

Mr. Lrescomrn. But both of these firms, Centre and Southern Ath- 
jetic, were bidding on exactly the same contract in this case ? 

Mr. Davis. To answer your question, sir, if our determination that 
this was a small, independent concern was incorrect, and in fact Mr. 
Wynn was us sing C entre Manufacturing as an affiliate and submitting 
bids through them, then your statement is perfectly true, that it is 
conceivable that he would no longer be interested in having his other 
firms declared small. We have no information to that effect. 

Mr. Lirescomn. In this case both these firms were bidding on the 
same Quartermaster contract, IBQM 36—030-57-481, and that is the 
same number that they used in the case of Centre also? 

Mr. Davis. That would be correct, then, they both were bidding on 
the same contract. 

Mr. Rosackx. Would you have any way of determining at any given 
time how many contracts one of these applicants had w ‘ith any of the 
Government agencies, or what the nature of their employment was 
from week to week, or month to month, you really don’t have that in- 
formation; do you? 

Mr. Waaxe. No, sir; we do not. 

Mr. Ronack. So that your certification really could be any kind of 
a certification, one day it could be big business and the next day it 
could be small business, as reflected in your several and various deter- 
minations ? 

Mr. Waare. Under the previous standards. However, the new 
standard precludes such a situation existing. 

Mr. Morcan. You stated a moment ago that Centre Manufacturing 
Co. and the Wynn companies are not affiliated. Are you making that 
statement on the basis of an investigation conducted by your organi- 

zation, or on the basis of a certification submitted by Centre Manu- 
facturing ? 

Mr. Davis. On a combination of the two. 

Mr. Morcan. Did you learn of any connection between Florida 
Athletic and Centre Manufacturing in your investigation, if such was 
conducted ? 

Mr. Davis. No; not to my knowledge. 

Mr. Morcan. Is it possible that Mr. Ambrose, the secretary and a 
director of Centre Manufacturing, was also connected with Florida 
Athletic and Southern Athletic, and that Mr. Matlock Hays is also 


connected with Florida Athletic, would that have any effect on your 
decision or ruling? 
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Mr. Davis. When we made the determination we knew of Mr. Hays’ 
relationship with Southern Athletic, and also Mr. Ambrose’s relation- 
ship with the Wynn companies and Centre. However, we came to 
the conclusion that despite this type of relationship that Mr. Hays 
did in fact own and control and operate Centre Manufacturing ag 
an independent unit. Having come to that conclusion, we made the 
determination that Centre was an independent company, and could 
be qualified as a small business if its employment figures were appro- 
priate. 

Mr. Kircore. Do you have any further questions? 

Mr. Liescoms. No, sir. 


Mr. Kitcore. Thank you very much, Mr. Waale and Mr. Davis. 
(At this point the following documents bearing on employment 
figures of Wynn companies were placed in the rec ord: ) 


DECEMBER 10, 1955. 
Mr. Harry DURVIN, 
Small Business Administration, 
50 Seventh Street NE., Atlanta, Ga 


Dear Mr. Durvin: Again the same old question comes up that we have set- 
tled many times before. As 1 have previously told you over the telephone I 
was selling and curtailing my activities in the manufacturing business. 

As you know, Hall-Tate Manufacturing Co. was sold and I have sold my in- 
terest in a good many other plants. In June of this year I disposed of my 
interest in the Majorette Sportswear Co. At the present time the only two 
plants that I control are the Southern Sportswear and the Southern Athletic 
Co. I have a letter from my manager and will be very happy to send you 
photostatie copy of the Southern Sportsweur payroll showing how many people 
are on it. They had at one time about 150 but at the present time they have 88 
people on their present contract. We have just checked the payroll of the 
Southern Athletic Co. and they have 290 people. Of course you realize the 
payrolls vary from time to time due to our activities. 

If there is any other questions in regard to this I will appreciate you calling 
me over the telephone. Hoping this clarifies the situation, 1 remain 

Very truly yours, 
SoutnerRN ATHLETIC Co., INC., 
H. D. “BREEZY” WYNN 


Standard Form 30 
Prescribed by General Services Administration 
November 1949 edition 


INVITATION AND Bip (SupPLY CONTRACT) 


a” 
C 
A-90 
Issued by Philadelphia Quartermaster Depot, Department of the Army. 
Address : 2800 South 20th Street, Philadelphia, Pa. 


INVITATION FOR BIDS 


Date issued : October 31, 1955. 

Invitation No. QM-36-—030-56-252 

Sealed bids in Triplicate, subject to the terms and conditions of this invi- 
tation for bids and the attached schedule and general provisions, will be re 
ceived at the above office until 2 o’clock p. m., eastern standard time, November 
22, 1955, and at that time will be publicly opened, for furnishing the supplies or 
services described in the accompanying schedule. This procurement is for the 
United States Air Force. 

General information and instructions to bidders are contained in the terms 
and conditions on the reverse hereof. 
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BID 

Date: November 18, 1955. 

In compliance with the above, the undersigned offers and agrees, if this Bid 
be accepted within 30° calendar days (60 calendar days unless a different period 
be inserted by the bidder) from the date of the opening, to furnish any or all 
of the items upon which prices are quoted, at the price set opposite each item, 
delivered at the designated point(s) and within the time specified in the 
schedule accompanying the above invitation for bids. 

Bidder represents (check appropriate boxes) : 

(1) That the aggregate number of employees of the bidder and its affiliates is: 
827 (specify exact number). 

(2) That he is a () regular dealer in, kk] manufacturer of, the supplies bid 


upon. 
[ Deleted. ] 
See paragraph B, PQD Form 6451-1, “Bidder’s representation.” 
[] Type of business (check appropriate box) : 
[] Individual {x} Partnership [] Corporation 
Incorporated in the state of (complete, if corporation) : Tennessee. 
Full name of bidder (type or print) : Southern Athletic Co., Inc. 
Business address of bidder (street, city, zone, and State. Type or print) : 
Southern Athletic Co., Inc., 111 Fort Sanders Avenue, Knoxville, Tenn. 
Telephone No.: 4—9871. 
Signature and title of person authorized to sign this bid (type or print name 
and title under signature) : 
H. D. Wynn, 
H. D. “BREEzY” WYNN, 


President. 
See clause “Signature” in schedule. 


Standard Form 30 
Prescribed by General Services Administration 
November 1949 edition 



















INVITATION AND Bip (Supprty CONTRACT) 
a 
C 
A-90 

Issued by Philadelphia Quartermaster Depot, Department of the Army. 
Address : 2800 South 20th Street, Philadelphia, Pa. 


INVITATION FOR BIDS 






Date issued : October 31, 1955. 
Invitation No. QM-36—030-56-252. 

Sealed bids in Triplicate, subject to the terms and conditions of this invi- 
tation for bids and the attached schedule and general provisions, will be re- 
ceived at the above office until 2 o’clock p. m., eastern standard time, November 
22, 1955, and at that time will be publicly opened, for furnishing the supplies or 
services described in the accompanying schedule. This procurement is for the 
United States Air Force. 

General information and instructions to bidders are contained in the terms 
and conditions on the reverse hereof. 

BID 

Date: November 19, 1955. 

In compliance with the above, the undersigned offers and agrees, if this Bid 
be accepted within 30 calendar days’ (60 calendar days unless a different period 
be inserted by the bidder) from the date of the opening, to furnish any or all 
of the items upon which prices are quoted, at the price set opposite each item, 
delivered at the designated point(s) and within the time specified in the 
schednie accompanying the above invitation for bids. 

Bidder represents (check appropriate boxes) : 

(1) That the aggregate number of employees of the bidder and its affiliates is: 
158 (specify exact number). 










1 Allow a minimum of 30 days for the acceptance of bids. 
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(2) That he is a () regular dealer in, manufacturer of, the supplies bid 
upon. 
| Deleted. ] 
See paragraph B, PQD Form 6451-1, “Bidder’s representation.” 
Type of business (check appropriate box) : 
|| Individual {xX} Partnership [) Corporation 
Incorporated in the state of (complete, if corporation) : 
Full name of bidder (type or print) : Southern Sportswear Co. 
Business address of bidder (street, city, zone, and State. Type or print); 
Centerville, Tenn. 
Telephone No. : 3336. 
Signature and title of person authorized to sign this bid (type or print name 
and title under signuture) : 
H. D. Wynn, 
H. D. WYNN, 
Partner, 
See clause “Signature” in schedule. 


CONTRACTOR'S WEEKLY PROGRESS REPORT 


Instructions: Sumbit in one copy only, prepared as of the last working day 
of euch week, to commanding general, Philadelphia Quartermaster Depot, United 
States Army, 2800 South 20th Street, Philadelphia 45, Pa. Any person making 
a fulse representation in this report is liable to criminal prosecution under the 
laws of United States. 

The following information is essential to the proper execution of your con- 
tract, it will reduce the necessity of constant correspoudence about routine mat- 
ters, and in the event any unforeseen difficulties cause delay, it wilf permit the 
circumstances involved to be clearly understood and properly evaluated. 

1. Prime contractor’s name and address: Southern Sportswear Co., Center- 
ville, Tenn. 

2. Plant name and location (entry to be completed for “Textiles” only). 

. Item: Trousers, Men's cotton, tan tropical. 

. Report number (number consecutively for each contract): 1. 
. Contract number: QM-6809 OI-1512-C-56. 

. Contract quantity : 300,000 pair. 


PART A. CLOTHING, EQUIPAGE, AND FOOTWEAR 


1. Production location: 

Operation: cutting, sewing, other (indicate inspection and shipping point if 
different from sewing location): All operations performed at this plant. 

Plant name: Southern Sportswear Co, 

Plant address : Centerville, Tenn. 

2. Production progress: 

Operation to date Total quantity 

(a) Total cut (information not required for knitted items) 15, 22 
(Lb) In process of manufacturing (knitted items) 
(c) Cut awaiting sewing (information not required for knitted items) ___ 
(d) Processing of sewing (information not required for knitted items) —_ 
(e) In examining None 
(f) None 


(9g) None 
(hk) Shipped to date 


(i) Actual daily average this week 

(j) Estimated daily average next week 
IJust started work. 
2 Approximately 600 pair starting Apr. 11, 1956. 


PART B. TEXTILES ONLY 


1. Shipments (per week) : 
Date: 
Shipment order No.: 
Lot No.: 
Total acceptable net yards shipped: 
2. Production progress : 
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Weekly operation 
(a) Raw stock on hand (woolens and worsteds only) ------------------ ~----- 
(vb) Number of loans in operation, per contract (woolens, worsteds, 

muck end’ WehOing: 0067) 10 ciitee ees  aeeenaaed SY 
(c) Yardage woven (woolens, worsteds, duck, and webbing only) 
oe meres: in‘ finishiag prorees. ... ads eg pee eles 


oy ards awaiting inspection... ........ cagylleniog ede sl oe 
(f) Yardage accepted awaiting shipment 


Total quantity 


PART C. GENERAL 


Nore.—The following entries must be completed by all contractors: 
1. Date of last shipment: None. 
8. Number of last lot, sale, case: None. 
9. Total quantity accepted and delivered to date: None. 
10. Length of workweek on this contract (hours) : 40. 
11. Number of employees: 
(a) Performing on this contract : 104, 
(b) Other Government contracts : None. 
12. Total number of employees at all plants : 104. 
13. Final shipment made (indicate by check) : Yes __.__; No 
Date: April 6, 1956. 
Signature (name and title) : 












KENNETH M. WILson, 
General Manager. 


Use reverse side for remarks (if deliveries are behind schedule stute reasons 
and recommendations as to whut action should be taken to eliminate.) 


CONTRACTOR’S WEEKLY PROGRESS REPORT 


Instructions: Submit in one copy only, prepared as of the last working day 
of each week, to commanding general, Philadelphia Quartermaster Depot, United 
States Army, 2800 South 20th Street, Philadelphia 45, Pa. Any person making 
a false representation in this report is liable to criminal prosecution under the 
laws of the United States. 

The following information is essential to the proper execution of your con- 
tract. It will reduce the necessity of constant correspondence about routine mat- 
ters, and in the event any unforeseen difficulties cause delay, it will permit the 
circumstances involved to be clearly understood and properly evaluated. 

1. Prime contractor’s name and address: Southern Sportswear Co., Center- 
ville, Tenn. 

2. Plant name and location (entry to be completed for ‘textiles’ only) : Same. 

3. Item: Trousers, men‘s cotton tan tropical. 

4. Report number (number consecutively for each contract) : 2. 

5. Contract number : QM-6809 OI-1512-C-56. 

. Contract quantity: 300,000 pairs. 

















PART A-——-CLOTHING, EQUIPAGE AND FOOTWEAR 


















1. Production location: 
Operation (cutting, sewing, other) (indicate inspection and shipping point 

if different from sewing location): All operations performed at this plant. 

Plant name: Southern Sportswear Co. 

Plant address: Centerville, Tenn. 

2. Production progress: 





Operation to date Total quantity 


(a) Total cut (information not required for knitted items)____________ 24, 100 
(b) In process of manufacturing (knitted items) -..............______ --_ 
(c) Cut awaiting sewing (information not required for knitted items). 3, 800 
(d) Processing of sewing (information not required for knitted items)_ 18, 800 


ee ee NEI a oe cae eek nanindande tela mw Omiaaaneebeicae ae 1, 500 
Peseta Sy TOP’ WARN ss i ial a an eect oli ieee we None 
OUR UED, «ES: COG ihc tects cineca can pee ta dihccabesbibaaaabe, Riaebh dla Rete acinni si None 
ec NNN SO MN icc dd nha cna plaailpesaeilpmeinsedebanat an a ihc None 
me metual dally avérage til W0CK 6 ncciicccetnennciimnncemetinessone (*) 
i) Estimated daily average next WR aicnnccncctinttinnmdnatieoemenieies (*) 


1500 pairs from Apr. 11, 1956. 
21,000 pairs finished. 
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PART B. TEXTILES ONLY 


1. Shipments (per week) : 
Date: 
Shipment order No.: 
Lot No.: 
Total acceptable net yards shipped: 
2. Production progress: 


Weekly operation Total quantity 

(a) Raw stock on hand (woolens and worsteds only) 
(b) Number of looms in operation, per contract (wovolens, worsteds, duck, 

and webbing only) 
(c) Yardage woven (woolens, duck, and webbing only) 
(d) Yards in finishing proce 
(e) Yards awaiting inspection 
(f) Yardage accepted awuiting shipment 


PART C. GENERAL 


Note.—The following entries must be completed by all contractors: 
7. Date of last shipment: None. 
8. Number of last lot/bale/case: None. 
9. Total quantity accepted and delivered to date: None. 
10. Length of workweek on this contract (hours) : 40. 
11. Number of employees: 
(a) Performing on this contract: 150. 
(b) Other Government contracts: None. 
12. Total number of employees at all plants: 150. 
13. Final shipment made (indicate by check): (J Yes. No. 
Date: April 13, 1956. 
Signature (name and title) : 
KENNETH M. WILSON, 
General Manager. 


(Use reverse side for remarks. If deliveries are behind schedule, state reasons 
and recommendations as to what action should be taken to eliminate.) 


(OVER) 


CONTRACTOR’S WEEKLY PROGRESS REPORT 


Instructions: Submit in one copy only, prepared as of the last working day of 
each week, to commanding general Philadelphia Quartermaster Depot, United 
States Army, 2800 South 20th Street, Philadelphia 45, Pa. Any person making 
a false representation in this report is liable to criminal prosecution under the 
laws of the United States. 

The following information is essential to the proper execution of your con- 
tract. It will reduce the necessity of constant correspondence about routine 
matters, and in the event any unforeseen difficulties cause delay, it will permit 
the circumstances involved to be clearly understood and properly evaluated. 

1. Prime contractor’s name and address: Southern Sportswear Co., Center- 
ville, Tenn. 

2. Plant name and location: (entry to be completed for ‘Textiles’ only): 
Southern Sportswear Co., Centerville, Tenn. 

3. Item: Trousers, men’s cotton, tan, tropical. 

4. Report number (number consecutively for each contract) : 3. 

5. Contract number : QM-6809 OI-1512-C-—56. 

6. Contract quantity : 300,000. 


PART A. CLOTHING, EQUIPAGE, AND FOOTWEAR 


1. Production location : 

Operation (cutting, sewing, other (indicate inspection and shipping point if 
different from sewing location) ): All operations performed at this plant. 

Plant name: Southern Sportswear Co. 

Plant address: Centerville, Tenn. 
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2. Production progress : 


Operation to date Total quantity 
(a) Total cut (information not required for knitted items) 
(b) In process of manufacturing (knitted items) 
(c) Cut awaiting sewing (information not required for knitted items)-_ 12, 000 
(d) Processing of sewing (information not required for knitted items) ~~ 19, 960 
(e) In examining 4, 580 
(f) Ready for Government inspection . 2, 500 
(g) Accepted to date...._........... I a ak ca la a none 
(hk) Shipped to date_____- J onech acvtpiil lea di abit ty oath hiv: de tient Mic tact haem ates none 
(i) Actual daily average this week 
(j) Estimated daily average next week 


PART B. TEXTILES ONLY 


1. Shipments (per week) : 
Date: Shipment order No. : Lot No. 
Total acceptable net yards shipped : 
2. Production progress: 
Weekly operation Total quantity 
(a) Raw stock on hand (woolen and worsteds only) 
(b) Number of looms in operation, per contract (woolens, worsteds, duck 
and webbing only) 
(c) Yardage woven (woolens, worsteds, duck and webbing only) 
(d) Yards in finishing prox 
(e) Yards awaiting inspection 
(f) Yardage accepted awaiting shipment 


PART C. GENERAL 


Note.—The following entries must be completed by all contractors: 
7. Date of last shipment: None. 
8. Number of last lot/bale/case : None. 
9. Total quantity accepted and delivered to date: None. 
10. Length of workweek on this contract (hours) : 40. 
11. Number of employees: 
(a) Performing on this contract: 169. 
(b) Other Government contracts: None. 
12. Total number of employees at all plants: 169. 
13. Final shipment made (indicate by check): [ ] Yes. [x] no. 
Date: April 20, 1956. 
Signature (name and title) : 
KENNETH M. WILSON, 
General Manager. 


Use reverse side for remarks. (If deliveries are behind schedule state reasons 
and recommendations as to what action should be taken to eliminate) 


CONTRACTOR'S WEEKLY PROGRESS REPORT 


Instructions: Submit in one copy only, prepared as of the last working day 
of each week, to commanding general, Philadelphia Quartermaster Depot, United 
States Army, 2800 South 20th Street, Philadelphia 45, Pa. Any person making 
a fulse representation in this report is liable to criminal prosecution under the 
laws of the United States. 

The following information is essential to the proper execution of your contract. 
It will reduce the necessity of constant correspondence about routine matters, 
and in the event any unforeseen difficulties cause delay, it will permit the cir- 
cumstances involved to be clearly understood and properly evaluated. 

1. Prime contractor’s name and address: Southern Sportswear Co., Center- 
ville, Tenn. 

. Plant name and location (entry to be completed for “Textiles” only) : 
. Item: Trousers, men’s cotton, tan, tropical. 

. Report number (number consecutively for each contract) : 4. 

. Contract number: QM-6809-—01-1512-C_56. 

. Contract quantity: 300,000. 
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PART A. CLOTHING, EQUIPAGE, AND FOOTWEAR 


1. Production location: 

Operation (cutting, sewing, other) (indicate inspection and shipping point if 
different from sewing location) : All operations performed at this plant. 

Plant name: Southern Sportswear Co. 

Plant address: Centerville, Tenn. 

2. Production progress: 

Operation to date Total quantity 

(a) Total cut (information not required for knitted items) 
(b) In process of manufacturing (knitted items) 
(c) Cut awaiting sewing (information not required for knitted items) 11, 340 
(d) Processing of sewing (information not required for knitted items)-~ 17, 500 
(e) In examining 
(f) Ready for shipment 
(g) Accepted to date 
(h) Shipped to date 
(i) Actual daily average this week 
(j) Estimated daily average next week 


PART B. TEXTILES ONLY 


1. Shipments (per week) : 

Date: Shipment order No.: Lot No.: 
Total acceptable net yards shipped : 

2. Productiou progress: 


Operation to date Total quantity 

(a) Raw stock on hand (woolens and worsteds only) 
(b) Number of looms in operation, per contract (woolens, worsteds, 

duck, and webbing only) 
(c) Yardage woven (woolens, worsteds, duck, and webbing only) 
(a) ares tn RishING PreCOiGk ck cna ee 
(e) Yards awaiting inspection 
(f) XYarduge accepted awaiting shipment 


PART C. GENERAL 


NOTE.—The following entries must be completed by all contractors: 
7. Date of last shipment: None. 
8. Number of last lot/bale/case: None. 
9. Total quantity accepted and delivered to date: None. 
10. Length of workweek on this contract (hours): 40. 
11. Number of employees: 
(a) Verforming on this contract: 177. 
(b) Other Government contracts: None. 
12. Total number of employees at all plants: 177. 
13. Fina) shipment made (indicate by check): [] Yes. No. 
Date: April 27, 1956. 
Signature (name and title) : 
KENNETH M. WILSON, 
General Manager. 


Use reverse side for remarks (if déliveries are behind schedule, state reasons 
and reconimmendations as to what action should be taken to eliminate) 


Mr. Kiicore. Mr. Babé. 


TESTIMONY OF JOHN J. BABE, ASSISTANT SOLICITOR, UNITED 
STATES DEPARTMENT OF LABOR 


Mr. Ropack. Mr. Babé, the Secretary of Labor, in response to an 
inquiry from the chairman of this subcommittee, submitted a state- 
ment of investigation and resultant findings made by the Wage and 
Hour Public Contract Division of the United States Department of 
Labor. 
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Mr. Bazset. That is correct, sir. That was done on February 28, 
1957. 

Mr. Rozack. Do you have a copy before you? 

Mr. Base. Yes, I have. i 

Mr. Rovack. Would you read it in the record? _ 

Mr. Base. I have an extra copy, would you like to have me give 
that to the reporter instead ? gh oi ie 

Mr. Kircore. Without objection we will just receive it into the 
record. 

(The letters referred to, and attachments, are as follows:) 


JANUARY 22, 1957. 
Hon. JAMEs P. MITCHELL, 
Secretary of Labor, 
Washington, D. C. 


Dear Mr. Secretary: The staff of my subcommittee is inquiring into certain 
Government procurement and contract matters involving Wynn Enterprises, Inc., 
and its affiliated companies, including Southern Athletic Company of Tennessee. 
According to published newspaper reports, the Southern Athletic Co. has been 
involved in Department of Labor proceedings of one kind or another concerning 
alleged violation of the Fair Labor Standards Act and the Public Contracts Act. 

It would be most helpful in our inquiry, if you would make available to our 
staff the complete documentary records of the Department of Labor concerning 
Wynn Enterprises, Inc., Southern Athletic Co., or any other company which 
you know to be affiliated with the aforesaid. 

At a later date, after the staff has gone further with its inquiry, I may want 
to request from you a ruling or determination under the Public Contracts Act 
as to the status of Wynn Enterprises, Inc., and the propriety of a bid by such a 
company for government business. 

Sincerely yours, 
Cuet HOvIFIELD, 
Chairman, Military Operations Subcommittee. 


UNITED STATES DEPARTMENT OF LABOR, 
OFFICE OF THE SOLICITOR, 


Washington, February 28, 1957. 
Hon. Cuer Hovirierp, 


Chairman, Operations Subcommittee of the Committee on Government 
Operations, House of Representatives, Wushington, D. C. 

DEAR CONGRESSMAN HOLIFIELD: In further response to your request, I am 
enclosing a summary of investigations and resultant findings made by the Wage 
and Hour and Public Contracts Divisions with respect to compliance by the 
Southern Athletic Co. with the Fair Labor Standards Act and the Walsh-Healey 
Public Contracts Act. 

The files of the Divisions do not disclose any investigations having been made 
of Wynn Enterprises, Inc. 

I am also enclosing a summary of similar investigations and results as to 
companies that appear to have affiliation with Southern Athletic Co. or H. D. 
Wynn. 

The necessity for procuring the files in most of these cases from the National 
Archives for a complete report has precluded an earlier response. 

If I may be of further assistance, please call upon me. 

Very truly yours, 
(Signed) Stuart RorHMan, 
Solicitor of Labor. 


SouTHERN ATHLETIC Co., INc., 
Knovrville, Tenn. 


INVESTIGATIONS AND RESULTING FinpINGs Mave By THE WAGE AND Hour AND 
PusLic CONTRACTS DIVISIONS OF THE UNITED STATES DEPARTMENT OF LABOR 


(1) February and March 1941.—The first investigation of this company was 
made under the Walsh-Healey Public Contracts Act and, revealed minimum wage, 
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overtime, recordkeeping and safety and health violations. Liquidated damages 
resulting from underpayments to employees in the amount of $706.36 were paid 
and assurance of future compliance was received. 

(2) May 1941.—An investigation under the Fair Labor Standards Act re 
vealed violations of minimum wage, overtime, recordkeeping and child labor pro- 
visions of the act. Legal action was later recommended, but compliance at that 
time and the fact that the alleged violations were more than a year old did not 
make it feasible. Reinvestigation within 1 year was requested. 

(3) April 1942.—An investigation under the Walsh-Healey Public Contracts 
Act revealed minor minimum wage violations. Restitution of $18.43 was made to 
12 employees. 

(4) June and July 1942.—Investigation under the Fair Labor Standards Aet 
revealed minimum wage, overtime, recordkeeping and shipment violations. The 
ease was referred for legal action which was instituted and a judgment enjoin- 
ing future violations was entered by consent on March 5, 1954, in the United 
States District Court for the Eastern District of Tennessee. Restitution of 
$1,931.16 was made to 258 employees. 

(5) June 1943.—An investigation report dated in July 1943 and supplementary 
reports in November 1943 revealed violations of the Fair Labor Standards Aet 
and the Walsh-Healey Public Contracts Act involving overtime, recordkeeping, 
child labor and safety and health standards. The matter was referred for legal 
action and a formal complaint under section 5 of the Walsh-Healey Public Con- 
tracts Act was filed on March 6, 1944. After a public hearing in June 1944, the 
examiner’s report, dated November 9, 1945, found the company liable for liqui- 
dated damages in the sum of $1,282.23 for underpayment of wages withheld from 
223 employees, and $10 for the employment of one underage minor. The examiner 
also found insanitary, hazardous and dangerous employment conditions and a 
failure to keep records. The examiner’s findings were affirmed by the Adminis- 
trator on August 19, 1946, and by the Secretary of Labor on December 19, 1946, 
Although the liquidated damages were paid, the company was placed on the in- 
eligible list and debarred from further Government contracts for a period of 3 
years. It was provided, however, that after 90 days the company might, upon 
a proper showing that conditions had been corrected, petition for relief from the 
ineligible list sanction. On March 26, 1947, such a petition was filed. 

(6) April and May 1947.—An investigation under the Fair Labor Standards 
Act and Public Contracts Act revealed minor recordkeeping deficiencies, « minor 
overtime violation involving 1 employee to whom restitution was made in the 
sum of $8.62. Child labor violations of the Fair Labor Standards Act involved 7 
minors and child labor violations of the Public Contracts Act involved 5 of the 
same 7 who were unlawfully employed for a total of 1577 days with resulting 
liquidated damages in the sum of $1,570. In addition, there were minor safety 
and health violations of the Public Contracts Act which the employer promised 
to correct. 

(7) January and February 1948.—An investigation under both acts revealed 
full compliance. 

(8) February 17, 1948.—The Secretary granted relief from the blacklist as 
previously petitioned on March 26, 1947. 

(9) May 29, 1948.—Liquidated damages paid for the improper employment of 
underage minors in the sum of $1,570 found due in the April-May 1947 
investigation. 

(10) December 1950-January 1951.—An investigation under the Fair Labor 
Standards Act and Walsh-Healey Act revealed full compliance, except for the 
underpayment of 1 employee in the amount of $34. Restitution was made, 

(11) October 1952 to January 1953.—An investigation under both acts revealed 
full compliance with the Fair Labor Standards Act, However, minimum wage 
and overtime violations of the Walsh-Healey Public Contracts Act, resulting from 
payment to 218 employees pursuant to the wrong wage determination, resulted in 
liquidated damages of $4,866.15. After extended negotiations failed to bring 
about payment, the matter was referred for legal action, and a formal complaint 
under section 5 of the act was filed on January 14, 1954. Full payment being 
made prior to hearing, the complaint to recover this amount was dismissed Feb 
ruary 4, 1954. 

(12) July 1955.—Investigation under both acts revealed compliance with the 
Fair Labor Standards Act, but overtime violations in the sum of $359.54 to 5 truck 


drivers erroneously considered exempt under the Public Contracts Act. Payment 
was made. 
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(13) October 1956.—Investigation under both acts revealed minimum wage 
yiolations of both acts involving 12 learners erroneously assigned to nonlearner 
occupations and 1 overtime violation under the Fair Labor Standards Act to an 
employee erroneously considered exempt. Restitution in the sum of $761.75 was 
made to 13 employees. The employer agreed to correct minor safety and health 
violations. 


QrHeR COMPANIES REPORTED OWNED OR CONTROLLED BY H. D. WYNN OR THE 
SOUTHERN ATHLETIC Co., INC., KNOXVILLE, TENN. 


INVESTIGATIONS AND RESULTING FINDINGS MADE BY THE WAGE AND HOUR AND PUBLIC 
CONTRACTS DIVISIONS OF THE UNITED STATES DEPARTMENT OF LABOR 














(1) Florida Athletic Co., Inc., Gainesville, Fla—An investigation in August 
and September of 1951 revealed H. D. Wynn of Southern Athletic Co. to be the 
president of this Florida corporation. The investigation disclosed minor over- 
time and child labor violations of the Fair Labor Standards Act. Rostitution 
of $31.64 was made to one employee. There were no monetary violations of the 
Walsh Healey Act and minor safety and health deficiencies were corrected im- 
mediately. Reinvestigation in November 1955 disclosed that H. D. Wynn was 
no longer associated with the firm, nor was it affiliated with any other corpora- 
tion. 

2) Hall-Tate Manufacturing Co., Knorville, Tenn., H. D. Wynn, president.— 
Five investigations disclosed the following: October 1940, firm in substantial 
compliance, $7.71 found due and paid to 1 employee; December 1942, minor 
recordkeeping violations; December 1943, full compliance; March 1945, only 
violation involved wrongful employment of one minor for which $200 liquidated 
damages was paid under the Waish Healey Act; May 1950, full compliance. 

(3) T. d W. Manufacturing Co., Elizabethtown, Ky.—Investigations under the 
Fair Labor Standards Act in May 1944 disclosed subject to be a subsidiary of 
Hall-Tate Manufacturing Co., of Knoxville, Tenn., of which H. D. Wynn was 
president. No violations were found. Reinvestigation, also under the Fair 
Labor Standards Act, in May 1955 showed only $14 unpaid overtime due to 1 
employee. Restitution was promptly made. 

(4) Centre Manufacturing Co., Inc., Centre, Ala.—This company was reported 
in 1956 to be a subsidiary of Southern Athletic Co., of Knoxville, Tenn., with 
H. D. Wynn a major stockholder in both. Minor violations were found of the 
safety and health provisions of the Walsh-Healey Act, which were corrected. 
A previous investigation early in 1953 under both acts disclosed only 1 overtime 
violation affecting 1 employee, who was due and was paid $43.75. <A similar vio- 
lation involving $27.50 was found and restitution was made in connection with 
a 1952 investigation. 

(5) Majorette Sportswear, Inc., Decherd, Tenn.—This firm appears to have 
been taken over by the Southern Athletic Co. and the Wynn interests sometime 
in 1953. Three investigations since then have revealed minor violations as 
follows: In September and October 1944, overtime in the sum of $82.42 was 
found due and paid to 3 employees under the Fair Labor Standards Act; in 
July of 1951 only minor recordkeeping violations of the Walsh Healey Act were 
found; and in August 1953 overtime violations under the Fair Labor Standards 
Act were found and paid to one misclassified employee in the sum of $316. 

(6) The Alabama Shirt and Trouser Co., Selma, Ala.—Reported as taken 
over by the Wynn interests in August 1944. An investigation in October 1945 
disclosed no underpayments of either minimum or overtime wages. Liquidated 
damages in the amount of $280 were found due and paid under the Walsh- 
Healey Act for the improper employment of 2 underage minors. 

(7) Southern Sportswear Co., Inc., Centerville, Tenn.—Originally this com- 
pany was a partnership of H. D. Wynn and R. H. Claggett formed in 1942. It 
was incorporated in Tennessee in May 1947 with H. D. Wynn as president. 
In September 1950, Russell B. Miller succeeded H. D. Wynn as president. Mr. 
Wynn is reported as having retained control of the company. The following 
is the investigation history. June and September 1943—full compliance; April 
1945—$3.04 due and paid 4 employees for overtime compensation under Fair 
Labor Standards and Walsh-Healey Acts, and minor recordkeeping deficiencies 
corrected ; December, 1946—full compliance: May, 1949—a total of $56.16 due 
and paid to 2 employees for overtime violations of Fair Labor Standards and 
Walsh-Healey Acts; February, 1951—full compliance. 
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Mr. Rosack. Mr. Babé, did there come a time in the course of these 
investigations when one of Mr. Wynn’s companies, I believe it was 
Southern Athletic Co., was placed on the ineligible list to be barred 
from further Government contracts for a period of 3 years? 

Mr. Bast. That is correct, sir. 

Mr. Rosackx. Now, will you explain to the committee what the 
responsibility of the Department of Labor is with respect to debar- 
ment or ineligibility, how those determinations were arrived at? 

Mr. Bars. | will be happy to do that. 

I think the instance that you have reference to is the placing of the 
Southern Athletic Co., Inc., of Knoxville, Tenn., on the Comp- 
troller General’s ineligible list, as a result of the application of section 
3 of the Walsh-Healey Public Contracts Act. And the date of that 
was December 19, 1946. The ineligibility in that instance resulted 
after a public hearing to develop the facts after a complaint was 
served of alleged violations of the Walsh-Healey Act. 

The violations were found initially by a trial examiner, they were 
affirmed by the Administrator of the Public Contracts Division, and 
then there was a third review, as the parties were then entitled to, by 
the Secretary of Labor. 

Section 3 of the Walsh-Healey Act provides: 

The Comptroller General is authorized and directed to distribute a list to all 
agencies of the United States containing the names of persons or firms found by 
the Secretary of Labor to have breached any of the agreements or representa- 
tions required by this act. Unless the Secretary of Labor otherwise recommends 
no contracts shall be awarded to such persons or firms or to any firm, corpora- 
tion, partnership, or association in which such persons or firms have a controk 
ling interest until 3 years have elapsed from the date the Secretary of Labor 
determines such breach to have occurred. 

The Secretary of Labor in that instance found that the principal 
sausative reason for the violations was very poor management prac- 
tices, lack of supervision, and the lack of attention to labor standards 
which brought on the violations which he found. 

The final decision of the Secretary indicated that at any time after 
90 days of the debarment, the company might, upon a proper showing 
that these conditions which had led to the labor standard violations 
of the contract had been corrected, that they could petition for relief 
from the ineligible list sanction. 

On March 26, 1947, such a petition was filed. 

The averments of the petition were investigated, and it was not 
until February 17, 1948, that the Secretary was satisfied that the con- 
ditions had been remedied, and then granted relief from the ineligibil- 
ity list. The mechanics of that action are that he communicated also 
by letter with the Comptroller General and stated the facts and his 
recommendation that as of that time the contractor be taken off the 
ineligible list. 

Mr. Ropsack. Now, you are referring to ineligibility based upon 
specific violations of the labor provisions of one or more statutes! 

Mr. Basé. Just the one, the Walsh-Healey Act. 

Mr. Rosack. Of that statute. 

Now, does the Labor Department place on any ineligibility list per- 
sons whom they determine do not qualify as regular dealers or man 
facturers, regardless of any violations of the labor provisions? 

Mr. Bass. I take it you are referring to the qualification of a person 
to bid, is that correct? 
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Mr. Ropack. Right. 
Mr. Bank. Yes; there is, of course, a procedure for that. Whenever 
it appears during the course of an investigation, or upon a complaint 
received, that a prospective bidder on future contrac ts does not qualify 
either as a manufacturer or regular dealer—and at that point, if I may 
pause—the Walsh-Healey Act requires that a Government contractor, 
under the Walsh-Healey Act, be one or the other. 

The particular person involved is advised in writing of the tentative 
determinations based on that investigation, and also ‘of his right to a 
hearing on the issue of eligibility, if he should disagree with the depart- 
mental finding. 

Contractors or would-be contractors who express any disagreement 
with the determination are given a public hearing before a hearing 
examiner appointed under the Administrative Procedure Act, at which 
time the contractor or person is given an opportunity to prove his 
qualifications, and the evidence and arguments supporting the dis- 
qualification are advanced. 

The hearing officer then recommends a decision in writing, which is 
reviewed by the Administrator of the Wage and Hour and Public 
Contracts Division before it becomes final. 

If the Administrator concludes that the individual doesn’t qualify 
either as a manufacturer or a regular dealer under the statute in the 
goods bought by the Government under the kind of contracts that are 
subject to the act, his name, the name of the person, and the extent of 
the disqualification is circulated to all the purchasing agents of the 
Government. 

Mr. Rorzack. Is that on a separate list than the ineligibility list re- 
ferred to above? 

Mr. Base. That is right. As you 
there is no provision for what I am talking about now, so it is done 
under the Secretary’s powers to administer the statute—it has been 
provided by administrative means. 

To give you the full story on it, these lists are consulted by the 
contracting officers, or should be, before making awards. And they 
have been found quite helpful in minimizing the incidence of viol: ations 
of this type of representation. 

Mr. Ropack. Now, I want to ask you a close question with regard to 
eligibility under the section we have been discussing. If a firm or 
person has noe mployee s before they get a Government award, but after 
itis determined that they are the low bidder the ‘vy undertake to acquire 
the necessary personnel and producing facilities, under established 
decisions and opinions of the Secretary of Labor, do they qualify ? 

Mr. Ban&. Iam sure yeu won't object to my giving you what appears 
in our regulations and in the rulings and interpretations of the Secre- 
tary in connection with this, because they are public, and therefore 
should be known to all. 

By the regulations of the Secretary under the Walsh-Healey Act-— 
and if it is of interest, it is 41 Code of Federal Regulations 201.101—I 
have copies here if you would like—and that provides that— 
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does not come within the definitions of “manufacturer” or “regular 
dealer,” “shall be rejected by the contracting officer.” 

Then in rulings and interpretations No. 3, which the Secretary is 
also authorized to make under the Walsh-Healey Act, it provides that 
the determination of the qualifications of the bidder in the first instance 
is the responsibility—that the contracting agencies have the initial 
responsibility of determining whether or not a bidder is qualified ag 
a manufacturer or as a regular dealer under the Public Contracts Aet 
in the first instance. 

That is placed on the controlling agency. You notice the difference? 

Now, the reason for that setup, I think, is quite evident. ‘The Goy- 
ernment’s acre activity in this area is enormous. And it is 
handled, of course, by each of the individual agencies. They have the 
contract with the bidders, and they are the ones that are most familiar 
with the people and the products they want. 

Mr. Rosack. Understood. Now, a statement was made by General 
Westphalinger to this committee as follows: 

The award of a contract to a company which has no manufacturing facilities 
at the time the bids are opened is not prohibited by procurement regulations, 

Whether or not that is the case, is it prohibited by law ? 

Mr. Bape. Well, of course, you fall into an area of interpretation of 
the law, really, at that point. 

Mr. Ronack. Understood, But in the ordinary case, and with your 
knowledge of the legislative intent,, and the Secret: _ ree 
pursuant to the Walsh-Healey Act, in the ordinary case, if a person 
has no manufacturing facilities at the time the bids were opened, would 
he qualify to receive an award from the Government ? 

Mr. Bass. Let’s put it this way. The situation came up most fre- 
quently during the war, where in aid of the war effort a great many 
people were going into many businesses for the first time. And I can 
think of one prime example immediately, the Ford Motor Co., which 
received a $100 million contract from the Government to build air- 
planes and airplane parts. It had no factory for it, it had never been 
in that business. In order to aid the war effort there was some relaxa- 
tion of this rule, because, of course, the Ford Motor Co. ultimately did 
gain the plant and did produce the article and was the manufacturer of 
the article. 

We have had cases involving the eligibility of a person as a manu 
facturer within the meaning of the Walsh-Healey Act in times other 
than the strained times of wartime. We have never had a case that 
I know of on all fours with the one you just mentioned. It has usually 
been the manufacturer of one product getting into a new business and 
bidding on a new type of commodity. 

But 1 would say as a matter of opinion that where there are no 
facilities wh: itsoever of any kind, either under option, under lease, or 
in any way that you can readily say are available, no machinery, no 
employees: that is, as of that time, as of that moment, the bidder 
would not appear to have the qualifications required. 

I call your attention to one thing. The statute does not say that the 
man must be “a” manufacturer of the goods, the statute reads that the 
representation he must make is that he is “the manufacturer” of the 
materials, supplies, articles, or equipment “to be manufactured.” 
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Now, we have done this—because you can appreciate we have met 
this situation. ‘That was somethmg quite near to that. Phey may 
have had a plant under lease, for example, and nothing else. The 
person receives the contract, in fact goes out and hires a factory, leases 
it or buys it, employs employees, and leases or buys the machinery in 
order to make the article. 
and send it in. 

Under those circumstances where we have had that in an enforce- 
ment type of proceeding, we have indicated that at least at the time 
of performance he had lived up to the representation he made in his 
bid, and the identical representation that goes into the contract, that 
he is “the manutacturer” of the voods “to be manufacture ,7? 

That s ubout as close ly Pecan vive it to vou unless 
questions on It. 

Mr. Rornack. | Testimony 
was given by the military witnesses that there was no bar under the 
Walsh-Healey Act or any law to subeo 


arises as to whether, if a company that has no employees gets a con- 
tract, that 


‘ompany can subcontract to an affiliated or closely related 
company. 


Then they will actually produce the article 


vou have some 
fas the issue of subcontracting come up ¢ 


rv 


‘act. The question then 


Mr. Bast. Well, you mentioned this law or any other law 


l can’t 
speak about any other laws but 


; there is no prohibition, and there is 
recognition of the common garden variety, everyday fact of industry, 
that people do farm out all or parts of production. 

And where a contractor recelves a contract Tor the manufacture of a 
certain article for the Government, if he were to farm out all or part 
of that production to another manufacturer, we call the other 


manu 
facturer a sul 


stitute manufacturer, if it is the regular practice in the 
industry to do that particular phase of the job itself. In this instance 
where it is nonetheless farmed out outside of the regular practice to 
someone else that substitute manufacturer is equally liable with the 
prime contractor for observing the labor standard provisions of that 
contract. 


And that has been adjudicated, and I don’t believe there is too much 
question about it at this moment. 

Mr. Rosack. Do you make determinations as to the dealership or 
manufacturer status on your own initiative or on the basis of com- 
plaints or on the basis of requests by the procuring activities. 

Mr. Bank. Well, it can come from any direction. Actually, most 
of them result from investigations that are made of contractors hav 
ing what we call Walsh-Healey contracts. 
will complain, for example. 

Mr. Ronack. Well, this particular matter has been under investi- 
gation by this committee. Would that fact in itself be a sufficient 


alert to the Secretary of Labor to make a determination, or would 
this require a formal request ? 


Sometimes a competitor 


_ Mr. Bast. The Secretary, as I mentioned a moment ago—the burden 
son the contracting officer and the contracting agency, because they 
have dealings with them, and we don’t even know they are dealing 
with them. Once the contract is let, the Secretary by regulation re- 
quires that the agency on a special form advise him of the award of 
the contract. That is usually the first notice that the Department 
of Labor has that there has been a contract awarded to this particular 
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person. And that is the first time that we are really on notice of 
anything, and certain procedures take over at that point for check, 

Mr. Rozack. When General Westphalinger read the statement that 
the award to a company which has no manufacturing facilities at the 
time the bids are opened is not prohibited by procurement regula- 
tions, I asked him whether in fact he was making an interpretation 
of the Walsh- Healey Act, and he couldn’t quite f follow the question, 
But you understand the implication of the question, do you not? 

Mr. Basg. I think so. 

Mr. Ropack. So that this testimony would at least clear up a certain 
amount of uncertainty and confusion on the part of the military 
witnesses as to what their obligations are under the Walsh-Healey 
Act? 

Mr. Bases. Let me put it this way: You have had the full gamut of 
the een and that is obviously your conclusion from it, and] 
don’t know enough about it to know whether it is to be mine. 

Mr. Ropack. What is your interpretation as to which agency has 
the initial responsibility to advise the procuring officers throughout 
the country as to the regulations that ought to bocmee rved ? 

Mr. Base. Well, of course, the Walsh-Healey Act is mainly a diree- 
tive to the supply procurement officers of this country, administered 
by the Department of Labor. The first section, section 1, with five 
peo isions as to what must be represented and stipul: ited by the would- 


xe contractor and the successful contractor, is directed not to the | 


Secretary of Labor; except for one provision to define wages, they 
are directed to implement the authority of the contracting officers of 
the Government. 

So it is a direct message from the Congress to the procurement 


activity. Insofar as the responsibility of the Department is con- | 
cerned, at any time that it is aware of and is put on notice of any- 


thing that looks like a violation, it will and does investigate. 

Mr. Rosack. You have a record of minor or m: jor violations of 
various laws over a period of time with one or several companies 
that were associated. Now, that being the case, do you make syste- 
matic investigations of all associated companies to see if these—to see 
if there are any labor violations, or is this a matter of sporadic in- 
quiry based upon occasional complaint ? 

Mr. Bast. No. There are about 30,000 to 35,000 unclassified con- 
tracts let per annum. That, of course, represents a smaller number 
of contractors, because some get more than one. The effort of the 
Department is to concentrate primarily on what we call the first-time 
contractor, a fellow coming into the Government contracting area for 
the first time. 

Normally about 10 percent, or sometimes up to 15 percent, of all 
contractors are investigated as a routine matter. On top of that, the 
balance of the investigations are accounted for by actual complaints 
from employees, from union representatives, from cannes con 
panies, sometimes from a procuring agency itself, and by planned, 
followup investigations. 


It is during the course of all those investigations that these problems | 
that we are talking about first come into clear focus. Then the ad- | 


ministrative procedures take over from that point, if any, on what 
is required to either cure the situation by collecting damages or to 
bring it toa halt, or both. 
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Mr. Kiigore. Any questions, Mr. Lipscomb ? 

Mr. Lirscoms. No. 

Mr. Kireore. Any further questions? 

(No response. ) 

Mr. Kitgore. Thank you very much, Mr. Babé. 

The subcommittee will adjourn. 

(Whereupon, at 11: 55 a. m., the subcommittee adjourned.) 











APPENDIXES 


ExuHipir 1—CoRRESPONDENCE BETWEEN Roperr Tripp Ross Anp tTHp 
Minirary Orerations SUBCOMMITTEE 


ASSISTANT SECRETARY OF DEFENSE, 
LEGISLATIVE AND PUBLIC AFFAIRS, 
Washington, D. C., January 8, 1957, 
Hon. Cuet HOLIriecp, 
Chairman, Military Operations Subcommittee of the Government Opera- 
tions Committee, House of Representatives, 


DEAR Mr. CHAIRMAN: The enclosed statement, which I released to the press 
on January 7, is being forwarded to you for your information. 
Sincerely yours, 


Rosertr Tree Ross. 


STATEMENT BY Ropert Tripp Ross, ASSISTANT SECRETARY OF DEFENSE 
(LEGISLATIVE AND PUBLIC AFFATRS) 


The impression has been created that there was something improper about 
bidding on and awarding of an Army contract to Wynn Enterprises, Inc., whic 
is headed by Mrs. Ross. Here are the facts: 

The Daily News Record (a Philadelphia trade journal) of September 11, 
1955, reported the public opening of Army Quartermaster bids covering 249,00 
pairs of men’s cotton trousers. The report listed the bid prices of nine firms, 
including Wynn Enterprises, Inc., which had submitted bids at the invitation of 
the Quartermaster General. The record shows that Wynn Enterprises, Inc., was 
subsequently awarded the contract by the Quartermaster General, as the low 
responsible bidder. 

The Armed Forces Procurement Act, section 2505, provides in part: 

‘(b) Bids shall be opened publicly at the time and place stated in the adver- 
tisement. Awards shall be made with reasonable promptness by giving written 
notice to the responsible bidder whose bid conforms to the invitation and will be 
the most advantageous to the United States, price and other factors con 
sidered sa 

Wynn Enterprises, Inc., and Southern Athletic Co. and its affiliated com 
panies have been in the clothing manufacturing business for many years. Over 
the past 12 years these companies have submitted bids on hundreds of Army, 
Navy, and Air Force advertised clothing requirement contracts, as well as those 
of other Government agencies. The Quartermaster General and other pro 
curement officers have, over the vears, awarded a number of Government cor 
tracts to Southern Athletic Co. and affiliated companies as low responsible 
bidders. 

When I appeared before the Senate Armed Services Committee in connection 
with the hearings on my confirmation as Assistant Secretary of Defense fo 
Legislative and Publie Affairs, I advised the committee of my former connections 
with Wynn Enterprises, Inc., of New York City, and Southern Athletic Co. of 
Knoxville, Tenn. Furthermore, I informed the committee fully as to my stock 
holdings, which did not include any stock in Wynn Enterprises, Inec., nor i 
Southern Athletic Co. or any of its affiliated companies. 
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ASSISTANT SECRETARY OF DEFENSE, 
LEGISLATIVE AND PUBLIC AFFAIRS, 
Washington, D. C., January 11, 1957. 
Hon. Cuer HOLIFieLp, 
Chairman, Military Operations Subcommittee of the Government Operations 


Committee, House of Representatives. 


DeAR Mr. CHAIRMAN: I am enclosing a copy of a letter which I have this day 
sent to Senator McClellan, chairman, Government Operations Committee, which 
1 believe is self-explanatory. 

In view of the contents and in the interest of time, I am taking the liberty 
of apprising you of the information in this manner rather than writing you a 
duplicate letter. 

I want you to know that my offer of complete cooperation to Senator McClel- 
jan’s committee applies equally to your committee. 

Sincerely yours, 
Rosert Tripp Ross. 


ASSISTANT SECRETARY OF DEFENSE, 
LEGISLATIVE AND PUBLIC AFFAIRS, 
Washington, D. C., January 11, 1957. 
Hon. Jonn L. McClean, 
Chairman, Government Operations Committee, 
United States Senate. 


Deak Mr. CHAIRMAN: Since your committee staff is checking into an Army 
contract awarded to Wynn Enterprises, Inc., headed by Mrs. Ross, I am sub- 
mitting to you the following information : 

Wynn Enterprises, Inc., of 200 Fifth Avenue, New York City, was established 
in 1944 by Mr. H. D. Wynn, brother of Mrs. Ross, who is president and owner 
of Southern Athletic Company of Knoxville, Tenn. ; this company has represented 
Southern Athietic Co. and its affiliated companies as a New York sales and buy- 
ing office. Mr. Wynn was president of Wynn Enterprises, Ine., from 1944 until 
October 1956, and Mrs. Ross held the offices of secretary and treasurer. In Oc- 
tober 1956 Mr. Wynn resigned from Wynn Enterprises, Ine., and Mrs. Ross became 
president of the company. 

Southern Athletic Co. and its affiliated companies, comprised of several fac- 
tories, have been manufacturers of various types of men’s and boys’ clothing 
since about 1939. Upon inquiry I have heen informed that from 1940 to 1956, 
Mr. Wynn has submitted, for his affiliated companies including Wynn Enter- 
prises, Inc., hundreds of bids to the Army, Navy, and Air Force on military 
clothing requirements, and that over the vears the Army, Navy, and Air Force 
have awarded to Mr. Wynn’s companies, as low responsible bidder, a great many 
contracts. Of these, I am informed that Wynn Enterprises, Inc., has, since 1951, 
heen awarded several military clothing contracts as the low responsible bidder. 

I am informed that sometime in August or September 1956, Mr. Wynn sub- 
mitted a bid, on behalf of Wynn Enterprises, for the Army contract which has 
been publicized ; this bid was signed by Mr. Wynn in his capacity as president of 
Wynn Enterprises, Inc., a position he still held at that time. The Daily News 
Record of September 17, 1956, reports on the public opening of bids on this con- 
tract and states that nine firms had submitted bids. Wynn Enterprises was sub- 
sequently awarded the contract as low responsible bidder. I am informed that 
the Department of the Army has prepared, at the request of the House Govern- 
ment Operations Committee, a complete documentation of the facts concerning 
the award of this contract, and I am further advised that it will show that the 
award was made in accordance with normal procurement procedures. It is my 
understanding that a copy of this report will be furnished your committee along 
with other information which your committee has requested. 

As I advised the Senate Armed Services Committee in March of 1955, I sev- 
ered all connections with Wynn Enterprises, Ine., and with Southern Athletie 
Co, and its affiliated companies in February 1952. I do not own any stock in any 
of these companies, nor have I ever owned any stock in them. 

Since joining the Defense Department in March 1954 I have not interested 
myself in any manner whatsoever in any bids or contracts involving Wynn En- 
terprises, or Southern Athletic Co. Since severing my connections with these 
companies I have not received any compensation or remuneration of any kind 
from them. 

News stories concerning the recent award of the Army contract to Wynn En- 
terprises, Inc., and referring to the fact that your and other congressional com- 
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mittees are investigating the matter, have given rise to the very serious implica- 
tion that there was something improper about this award. Under these circum. 
stances, I have today advised Secretary Wilson that I am taking a leave of ab. 
sence from my position with the Department of Defense until your committee 
and other interested committees of the Congress have completed their investiga. 
tions and the matter has been cleared up. 

As you can well understand, I would greatly appreciate it if you would have 
your committee expedite its investigation. I shall, of course, be pleased to ¢o. 
operate with your committee in any manner desired. 

Because of the public interest in this matter, I am releasing a copy of this 
letter to the press. 

Sincerely yours, 
(Signed) Rosert Trrep Ross, 





WASHINGTON, D. C., January 18, 1957, 
Hon. Cuet HOouiriecp, 


Chairman, Military Operations Subcommittee, 
Government Operations Committee, 
House of Representatives. 

DEAR Mr. CHAIRMAN: I have set down what I believe to be, in essence, the 
historical principles which, as I see it, apply to my case. I am sending them to 
you for your consideration. 

Sincerely yours, 
ROBERT TRIPP Ross. 


The executive branch of the Government, the Congress and the public, by 
practice, custom and law, have always recognized that it does not constitute a 
conflict of interest or other impropriety for a business firm owned or operated by 
members of the immediate family of an official of a Government agency, who was 
formerly associated with such company, to continue normal established competi- 
tive business operations with that Government agency, provided that the Govern 
ment official (1) does not exert any influence on behalf of the company ; or (2) 
does not have a financial interest in, or receive any compensation or remuneration 
from, the company; or (3) in his official position, is not authorized or called upon 
to make, and does not make, decisions which would benefit the company. 


JACKSON HeEIents, LONG ISLAND, N. Y., 


April 22, 1957. 
Hon. Cuet HO.Lirrecp, 


Chairman, Military Operations Subcommittee 
Committee on Government Operations, 
House of Representatives, Washington, D. C. 


’ 


DEAR Mr. CHATRMAN: At your invitation I appeared before your committee 
on April 8 in connection with your inquiry into procurement matters relating to 
Wynn Enterprises, Inc., and Southern Athletic Co., with which I was associated 
in 1949-51 and any conflict of interest or impropriety involving me by reason 
of my position as an official of the Department of Defense at the time a contract 
for Army trousers was awarded to Wynn Enterprises, Inc., a firm headed by my 
wife. In my statement to the committee I restated the following, which I believe 
to be historical principles which have been applicable to Government officials: 

(A) “The executive branch of the Government, the Congress and the 
public, by practice, custom and law, have always recognized that it does not 
constitute a conflict of interest or other impropriety for a business firm 
owned or operated by members of the immediate family of an official of a 
Government agency, or a Member of Congress, who was formerly associated 
with such company, to continue normal established competitive business 
operations with a Government agency, provided that the Government off- 
cial (1) does not exert any influence on behalf of the company: or (2) does 
not have a financial interest in, or receive any compensation or remuneration 
from, the company; or (3) in his official position, is not authorized or called 
upon to make, and does not make, decisions which would benefit the 
company.” 

I further stated that— 
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‘a (B) “If this committee and the Congress believe that it does constitute 
m- a conflict of interest, or other impropriety, for a business firm, owned or 
tb- operated by members of the immediate family of an official of a Government 
ee agency, or a member of Congress, who was formerly associated with such 
za- company, to continue normal, established competitive business operations 
with Government agencies, then I respectfully suggest that your committee 

ve so state.” 
C0- I have since read your letter of March 12, 1957, to the Comptroller General 
requesting a reconsideration of opinions set forth in his letter to Senator Mc- 
his Clellan of February 21, 1957, and answers to a series of questions, and I have 


read the Comptroller General’s reply of April 2, 1957. I address myself to item 
| ¢only, of your letter, where you seek the opinion of the Comptroller General 
. | with respect to the following question : 

(C) “6. Is it repugnant to law or public policy for the wife of a Gov- 
ernment official to receive contract awards from the Government, or for 
the Government official to intervene in any manner in contract affairs in- 

: volving the company of a brother-in-law which owes him money or with 
which he was previously associated in a corporate capacity?” 

and to the Comptroller General’s reply setting forth the following opinion— 

' (D) “We do not believe that in the ordinary case it would be necessary 


the to consider an award made to the wife of a Government employee to be 
1 to | against public policy. We are of the opinion, however, that it would be 


repungnant to public policy for the wife of a Government official occupying 
a major administrative or policymaking position to receive any such award 


the mere husband and wife relationship renders a contract award improper 
and establishes a conflict of interest, yet the very causes and situations you 
yourself listed confirm the soundness of the principles I expressed to you, 
quoted earlier, which recognize that conflict or impropriety require the 
presence of certain basic additional elements. 
: 2. The Comptroller General's reply confirmed my expressed views that 
7, under law, custom, and practice, the marital relationship by itself does 
} not establish a conflict of interest or impropriety. 
| With further reference to your question 6 which was drafted before the com- 
mittee hearings, the committee heard various military procurement officials, 
| contract officers and all principles involved, and received under oath, testimony 
} asto the following facts: 


ipon 


8. regardless of the existence of any direct or immediate authority in him to 
: approve the award or to make decisions respecting controversies which might 
by develop between the Government and the contractor. His position would in 
ea | itself tend to create a basis for favoritism in the making of the award or 
l by in the settlement of disputes on questions arising out of the contract.” 
was With respect to your question and the Comptroller General’s opinion, I have 
veti- noted with considerable interest : 
ern- 1. Your letter by lengthy citation and discussion of court decisions sought 
(2) the Comptroller General’s confirmation of your clearly reflected view that 
tion | 


ittee 1. Wynn Enterprises, Inc., has been a manufacturer of boys’ and men’s 
ig to clothing since 1944. 

ated 2. The procurement officials of the military service have for several 
‘ASOn years recognized Wynn Enterprises as a legitimate manufacturer of men’s 
tract clothing, and awarded them contracts for the manufacture of trousers in 
y my | the years 1951-53. 

eo 3. On the contract awarded in November 1956, Wynn Enterprises sub- 


| mitted a sealed bid in response to an advertised invitation to bid, and was 
| the | awarded the contract in accordance with the provisions of the Armed 


S not | Forces Procurement Act and normal procurement procedures of the Quar- 

firm termaster General. 

of a 4. Wynn Enterprises, Inc., had a good reputation for quality and per- 

iated formance as a manufacturer with the civilian trade and with the mili- 4 
Ness | tary procurement officials. 

t offi 5. The contracting officers handling the Army trouser contract were not 

does aware of my official position in the Department of Defense at the time the 

oe contract was awarded. 

a 6. Mr. Wynn and Mrs. Ross did not discuss me nor my position with 


procurement officials at any time in connection with the contract award. 
7. Marine Corps officers considered the appointment which I set up for 
Mr. Wynn as being routine, and they did not consider my having made the 
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appointment for Mr. Wynn as being an effort to influence them in any 
manner whatsoever. 

8. That I (a) do not and never have owned any stock in any of the 
companies; (0) nor since I joined the Defense Department have I had any 
interest whatsoever in the business operations of any of the companies: 
(c) nor did I have any knowledge of any specific contract matters con- 
cerning these companies and the procurement officials. 

The telephone appointment was obviously a routine type of courtesy per- 
formed daily in our large Government by persons in the executive branch and 
Members of Congress, whether for friends, relatives, or complete strangers, and 
it has never been considered that the possible prominence of a person per- 
forming such a courtesy constitutes an intervention or other improper exertion 
of influence with respect to the future participants at a conference or the sub 
ject matter involved. 

With respect to the commissions due for past services, as I testified, I was 
not aware of this debt owing to me. However, assuming I had been aware of 
such a debt, I fail to see the pertinency under the circumstances. The facts 
and sworn testimony show that I had no financial interest in the business op 
erations of the companies, and thaf I did not seek to obtain business for, or in 
any other way exert influence on behalf of, the companies. 

Any contention that a public official under the facts here would risk destroy- 
ing his reputation by exerting improper influence on behalf of admittedly 
prosperous companies headed by his brother-in-law, in order to assure ability 
or willingness of such companies to pay a small debt of a fixed amount, hardly 
merits being examined. 

With respect to the Comptroller General’s opinion, I believe it is important 
to observe that while recognizing the essentiality of additional elements being 
present to spell out a violation of public policy, his official opinion appears to 
propound a startling rule as to the tests applicable. If the rule exists and is 
applicable today in the manner stated by the Comptroller General, while it 
would not appear to apply to my situation, it could clearly throw open to doubt 
the good faith and propriety of many members, past, existing, and future, of 
the executive, legislative, and judiciary branches of the Government, as well 
as obviously opening to legal attack the validity of untold numbers of past 
and existing contracts. While the supposed rule is so broadly stated that it is 
impossible to list all the serious questions which arise in these regards, the 
following are illustrative : 

1. What is a major administrative or policymaking position? In the 
executive branch, does it apply to all Presidential appointees; to Deputy 
Assistant Secretaries; to special assistants to Cabinet officers; to division 
directors and deputy division directors? Are civil-service grades covered— 
if not all—are any? Is the responsibility and authority of the position a 
factor—if so, what types of responsibility and authority? 

In the judiciary, does it cover judges of all courts—if any, which courts— 
does it include the Court of Claims? Does it include court personnel, such 
as official referees, legal assistants to judges, chief clerks of courts, ete.? 

In the legislative branch, does it only cover Members of Congress or does 
it include their staffs or part of them? Does it cover committee staffs, such 
as counsel, investigators, ete.? 

2. According to the Comptroller General’s opinion, marriage plus the 
major administrative or policy position would constitute conflict and im- 
propriety and void a contract award because “his position would in itself 
tend to create a basis for favoritism in the making of the award or in the 
settlement of disputes on questions arising out of the contract.” Would not 
a Member of Congress, who votes on laws affecting agencies and the appro- 
priations for administrative and operating funds, and, more particularly, 
members of committees having primary cognizance of particular executive 
agencies, be considered to hold such a position under this theory? Cer- 
tainly, it would not be contended that there is a different standard of ethics 
for Members of Congress than for the executive branch. That this is not 
so, Congress has made very clear in making the same basic conflict-of- 
interest statute applicable to itself as well as to other Federal Government 
officials. 

3. Does this rule only apply to “husband and wife’? Does it include 
sons, daughters, brothers, sisters, mothers, fathers? Does it include neph- 
ews or cousins? As to any of these does it make any difference if the rela- 
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tionship is friendly or one of estrangement? Does a “favorite nephew” of 
a bachelor uncle equal a wife, or an only child, for this purpose? 

4. Does the rule cover service contracts as well as procurement? Does 
it cover law firms representing companies doing business with the Govern- 
ment? 

5. How is this rule applied to subcontractors? 

6. When this rule speaks of a wife receiving “any such award,” does it 
include all firms where a wife is an officer? Where she is an employee— 
if so, What kind? Where she owns stock or an interest, and, if so, what 
percentage of stock or interest? Do the same answers apply to brothers, 
sisters, “favorite nephews,” etc.? 

7. Would the application of this principle be contrary to the Armed Forces 
Procurement Act, section 2305, which provides in part: “(b) Bids shall be 
opened publicly at the time and place stated in the advertisement. Awards 
shall be made with reasonable promptness by giving written notice to the 
responsible bidder whose bid conforms to the invtiation and will be the most 
advantageous to the United States, price and other factors con- 
sidered * * * ”? 

8 Are all existing contracts by any Government agency now open to legal 
attack by anyone who can establish the rule by merely showing a “major 
administrative and policymaking position” and a photostat of a marriage 
license or birth certificate establishing some comparable close relationship? 

I could go on to list many other pertinent and serious questions, but I believe 
the above suffice. Obviously, there never has been such a rule as appears to 
be stated by the Comptroller General. Neither do I believe that he realized or 
intended the implications of the passage in his opinion to you. Rather, I believe 
he was attempting to make the basic point that mere marriage, in and of itself, 
does not spell out conflict or impropriety. However, his attempt to indicate 
what he considered to be an example of the additional elements necessary was 
unfortunately worded, considering the official nature of his communication. 

Obviously, application of the rule, as stated, could have a tremendous impact 
on industry, Government officials, and on Members of Congress, and I respect- 
fully suggest that if your committee contemplates adoption of this principle, 
such adoption be considered by the whole Congress before being enunciated. 
If the principle is to be adopted, I believe, in the interest of equity to all who 
might be involved at present or in the future, it should be enacted into legisla- 
tion. 

Government contracting today is so vast that, directly or indirectly, it touches 
the lives of the majority of our people, and I personally believe that the appli- 
eation of the Comptroller General’s opinion would work to the detriment of 
Government, and discriminate unfairly as to individuals and large segments of 
industry and other elements of our population. I personally believe that exist- 
ing statutes and executive branch and congressional standards pertaining to 
conflict of interest or other improprieties have proven adequate to safeguard the 
interest of Government and the individual. 

With regard to my own situation, I respectfully reiterate the principles pre- 
viously expressed to you, which have guided me both as a Member of Congress 
and in the executive branch, and I submit that there has been no conflict of 
interest or other impropriety on my part. 

In my 6 years in the Federal Government I have found most members of the 
Congress and executive agencies to be individuals dedicated to their job, and I 
believe it would further the interest of good government if we demonstrated 
greater faith in the integrity of all our Government officials. 

Sincerely yours, 

Rosert Trrpr Ross. 


APRIL 25, 1957. 
Mr. Ronert Tripp Ross, 
Jackson Heights, Long Island, N.Y. 


Dear Mr. Ross: At the hearing of April 8, 1957, certain additional information 
was requested, which you promised to furnish to the subcommittee, towit: An 
explanation of the deposits of a total of $1,500 made to your checking account 
on September 16, 1952; and an explanation of deposits totaling $2,615.27 made 
during the period October 6 through October 31, 1952. 
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The subcommittee would appreciate receiving this information with an affidavit 
attesting to its correctness. 
Sincerely yours, 
HERBERT ROBACK, Ho 
Staff Director. 


THE City oF NEW YORK, 
OFFICE OF THE PRESIDENT OF THE BOROUGH OF QUEENS, I 
Kew Gardens, N. Y., April 29, 1957. 


Staff Director, Military Operations Subcommittee, ind 
of the Committee on Government Operations, « 
House Office Building, Washington, D. C. 
DEAR Mr. Rosack: This is in reply to your letter of April 25, relative to the 
request of the subcommittee that I furnish the committee an explanation of 


Mr. HERBERT ROBACK, 


deposits to my checking account totaling $1,500 and $2,615.27 in September 1952 

and October 1952. Since I do not keep any detailed record of deposits to my | E 
personal checking account, nor do I have any recollection concerning specific 
deposits made during the year 1952, I am unable to furnish the information Mr. 
requested concerning these deposits. 

As I was a candidate for reelection to the House of Representatives in Novem- L 
ber 1952, to whatever extent the total deposits exceeded by salary checks as a int 
Member of Congress, they could have come from (1) A personal loan to help ry 
defray campaign expenses; (2) campaign contributions from various individuals Me ; 
which were reported to the proper authorities. "E 

Frankly, I can’t understand how this matter could have any relevancy to my | obt: 
service as an Official of the Department of Defense during the years 1954-56, | wit 

Sincerely yours, Am 
-pmr 'Iprpp Ine ' 

Rosert Tripp Ross, fort 

i sar 

THE City oF NEW YORK, : P 


OFFICE OF THE PRESIDENT OF THE BOROUGH OF QUEENS, | cop 
Kew Gardens, N. Y., May 2, 1957. 
Mr. HERBERT ROBACK, 
Staff Director, Military Operations Subcommittce 
of the Committee on Government Operations, 
House Office Building, Washington, D.C. 

DEAR Mr. Rospack: I am writing you with further reference to your letter of 
April 25, concerning the committee’s request that I furnish information about 
“deposits of a total of $1,500 made to your checking account on September 16, | = Mr. 
1953; and an explanation of deposits totaling $2,615.27 made during the period 
October 31, 1952.” 

Since writing you on April 29, I have located my bank statement for September- | 
October 1952, and I have discussed it with the bank manager. There seems to be D 


an error of $25 in your totals for October. You will note from the bank state dep. 
ment, which is attached, that my total deposits for September were $2,545.27, and sol 
for October $2,590.27. I believe of this total $2,035.54 was my congressional dep 


salary for the 2 months. I believe practically all of the balance of $3,100 came 
from campaign contributions from the Republican National Committee and 
individuals. Although I have no records concerning the contributors, I believe 
$2,500 of this was contributed by the Republican National Committee. All 
contributions were reported to the proper authorities. 
I would appreciate it if you would return my bank statement. 
Sincerely yours, ¥) 
Rosert Trier Ross, 
Assistant Commisisoner of Borough Works. 
Enclosure. 
May 9, 1957. 
Mr. Rosert Tripp Ross, : 
Jackson Heights, Long Island, N. Y. 


Dear Mr. Ross: Thanks for the information contained in your letter of May 2, 
1957. As you requested, there is returned herewith your bank statement for 
September—October 1952. 

Sincerely yours, 
HERBERT ROBACK, 
Staff Director. 
Enclosure. 
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THE City OF New York, 
OFFICE OF THE PRESIDENT OF THE BOROUGH OF QUEENS, 
Kew Gardens, N. Y., May 8, 1957. 
Hon. CHret HOviFIc.p, 
Chairman of the Military Operation Subcommittee of the 
Committee on Government Operations, 
House Office Building, Washington, D. C. 


Deak CHET: When reading the attached article this morning, I was reminded 
that I appeared before your committee 1 month ago today. At that time you 
indicated that if it was found that I was not involved in any conflict of interest 
or impropriety the committee would so state. 

I sincerely hope that the committee will issue a report very soon. 


Sincerely, 
Bob, 
Rosert Tripp Ross, 
Assistant Commissioner of Borough Works. 
Enclosure. 


May 9, 1957. 
Mr. Rosert Tripp Ross, 
Jackson Heights, Long Island, N. Y. 


Dear Mr. Ross: The subcommittee intends to present a report of investigation 
into military-clothing procurement contracts during this session. This is but one 
of a number of investigations conducted by the staff and upon which hearings 
have been held. 

As you know, the hearings must be prepared for printing. It is necessary to 
obtain considerable information to complete the record in instances, where the 
witnesses cannot recall or do not have the information readily at hand. Mr. 
Ambrose has indicated to us that it will take some time to assemble all the in- 
formation requested at the subcommittee hearings. Such information is neces- 
sary before a report is prepared. 

Please be assured that a report will be prepared as soon as possible and that a 
copy Will be sent to you upon committee approval. 

Sincerely yours, 
CHET HOULIFIELD, 
Chairman, Military Operations Subcommittce. 


City oF New York, 
OFrFICE OF THE PRESIDENT OF THE BoROUGH OF QUEENS, 
Kew Gardens, N. Y., May 9, 1957. 
Mr. Hersert RoBACK, 
Staff Director, Military Operations Subcommittee of the 
Committee on Government Operations, 
House Office Building, Washington, D. C. 

Dear Mr. Rowack: Since writing you the second letter on May 2, concerning 
deposits to my checking account in September and October 1952, I have located 
some notes among some old papers of mine which indicate that of the $3,100 
deposits in excess of my congressional salary checks— 

(1) $2,000 was contributed to my campaign by the National Republican 
Congressional Committee. 

(2) $869 was contributed by individuals. 

(3) The balance was undoubtedly a personal loan. It was my practice 
to pay all campaign bills at the close of a campaign, which necessitated my 
borrowing money in practically every campaign. 

Ihope this further explanation clears up this matter. 

Sincerely yours, 

Rosert Tripp Ross, 
Assistant Commissioner of Borough Works. 
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May 10, 1957. 
Mr. Rosert Trier Ross, 


Jackson Heights, Long Island, N. Y. 


Dear Mr. Ross: This will acknowledge your letter dated May 9, 1957, submit. 
ting a further explanation of certain bank deposits which were the subject of 
questioning in the hearings. 

The information will be made a part of the record. 

Sincerely yours, 
HERBERT RoBAcK, 
Staff Director. 


Exurpit 2.—( ‘ORRESPONDENCE By 'WEEN THE COMPTROLLER GENERAL OF 
THE UNITED STATES AND THE MILITARY OPERATIONS SUBCOMMITTER 


HOUSE OF REPRESENTATIVES, 
; MILITARY OPERATIONS SUBCOM MITTEI 
OF THE COMMITTEE ON GOVERN MENT OPERATIONS, 
Washington, D.C., March 12, 1957 
Hon. JosepH CAMPBELI 
Comptroller General of the United States, 
General Accounting Office, Washington, D.C. 


DEAR Mr. Ca ELL: As you may know, the Military Operations Subcommittee 
has under inquiry various military procurement matters relating to Wynn 
Enterprises, Inc., and other companies with which Robert Tripp Ross was 
associated at one time or another. This inquiry gives rise to certain questions 
which, I believe, are within the purview of the Comptroller General for deter- 
mination, or at least, for advisory opinion. 

Senator McClellan informed me by letter dated February 20, 1957, that his 
subcommittee has suspended its inquiry into the Ross matter, and he has given 
us aceess to the pertinent records of his subcommittee Our livest 
may note, is broader in scope, in that we are examining the whole complex of 
Government procurement operations in which the Wynn companies are or have 
been involved. 

I have obtained a copy of your letter to Senator McClellan under date of 
February 21, 1957 (B-130545), responding to 2 questions raised by the Senate 

t itt ] ormation gathered by my 


ubco tee counsel. In the light of additional in 
subcommittee staff, request is hereby made for a reconsideration by you of the 


= Aiil { 


opinions set forth in the above-mentioned letter, and for answers to a _ series 
of questions which I put to you in this letter 

1. Are the requirements of public law and public policy relative to the preser- 
vation of ull, free, and fair competition among prospective hidders r the 
protection of the Gove rnment’s interest violated when a Government contract- 
ing officer awards a clothing contract to th low bidder after extending th 
delivery schedules beyond the dates specified in the invitation to bid (final 
deliveries being extended 2 months thereby) : 


, 


Extended delivery dates were allowed by the Quartermaster Corps procuring 
activity in the contract award to Wynn Enterprises, Inc, on November 13, 1956 
(DA—36—030-QM--8923). In fact a preaward survey (following an initial sur 
vey which recommended against an award) recommended that extended deliv 
ery schedules be a condition of awarding the contract. Such extension allowed 
the bidder time to obtain facilities for performing the contract, which facilities 
were completely lacking for a time preceding the award. 

The first question is raised in the belief that adjustment of the delivery 
schedules for the successful bidder is a material change in the contract specifi- 
cations which goes to the substance of the bid and works an injustice to other 
bidders. See 35 Comp. Gen. 98, 100 (1955). 

In 34 Comp. Gen. 364, 365 (1955) the Comptroller General expressly recog- 
nized that the stating of delivery schedules for the procurement of supplies is 
part of the specifications. It was decided that where any bidder offered to 
meet the specifications, no other bid departing from these specifications could 
properly have been accepted under the invitation. 

The Comptroller General again cited this position in 36 Comp. Gen. 158] 
(1956), pointing out (at 183): 

“The contract awarded to a successful bidder must be the same offered in 
the invitation To award a contract to a low bidder without regard to 
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the terms and conditions of delivery advertised’ would discriminate against 
other bidders who may well have included overtime pay and other additional 
costs in order to meet the deadline.” 

In 30 Comp. Gen, 79 (1950), setting forth in emphatic terms the purpose of 
the statutory requirement of advertising for bids, the Comptroller General 
decided that informalities of form only, and not of substance, could be waived 
in invitations to bid. The opinion contained (at 182) this statement which is 
pertinent to the instant matter: 

“Similarly, it seems reasonable to assume that the deviation which would 
have permitted a longer delivery period than that specified was designed to 
avoid the necessity of paying overtime or acquiring some other material advan- 
tage affecting the contractor’s cost of performance and therefore the contract 
price.” 

In 17 Comp. Gen. 558 (1988) the Comptroller General set forth what appears 
to be controlling policy for matters of the kinds raised in the first question of 
this letter: 

“To permit public officers to accept bids not complying in substance with the 
advertised specifications or to permit bidders to vary their proposals after the 
bids are opened would soon reduce to a farce the whole procedure of letting 


public contracts on an open competitive basis. The strict maintenance of such 
procedure, required by law, is infinitely more in the public interest than obtain- 
ing an apparent pecuniary advantage in a particular case by a violation of the 


rules.” 


9 Is a bidder entill d to rete re a Government contract award if he is not 
a reaula mid fret ‘Tr of, or a ! CT tf, the up lies beina procure d at the 
time of ubiuitting the hid and for a perv d folloicing ti hid ope iing date, or 
undertakes to acautre the f ssary mani facturina facilities afte ascertain 
na that he is the low biddei 

Wynn Enterprises, In which received the award in qnestion, is a New 
York corporation established in 1944 It has acted as a sales or buying avent 
for various ont-of-State cor inies in which H. D. Wynn has controlling interests. 
It maintains its office at 200 Fifth Avenue, New York Cit and exeept for 
acquisitions msequent upon 1 recent lk bid ane does not otherwise 
have any tangible corporate properties or maintain any manufacturing facilities 
Neither does it maintain warehouses or inventories of goods directly for sale 
to the public Some s imple s of clothing from H. D. Wynn's com) anies are held 
in one of the corporation’s three small office rooms. 

Until a recent date, H. D. Wynn was president of the corporation, but its 
affairs in New York City have been conducted mainly by his sister. Claire Wynn 
Ross (Mrs. Robert Tripp Ross) as ‘tary-treasurer (sometimes also called 
“general manager” on letterheads), with the help of a secretary as the sole 
paid corporation employee other than Mrs. Ross. The corporation’s books are 
kept by Mrs. Ross, although she disavows any knowledge of the accounting meth- 
ods used by the corporation 

Prior to the present contract, in 1951, 1952, 1953, and possibly in other years 


Wynn Enterprises, Inc. obtained in its own name Government contracts for 
production of large amounts of military clothing. These items 
in plants of other companies owned or controlled by H. D. Wyni 

In the fall of 1956, the Army Quartermaster Depot, Philadelphia, solicited bids 
from 178 companies for the production of 249,000 pairs of cotton trousers, ma 
terial for making them to be furnished by the Government. Nine bids were 
received. 

The bid offer submitted by Wynn Enterprises, Inc., under date of September 
12, 1956, was signed by H. D. Wynn, giving the New York address of the cor 
poration 

The bid form listed Knoxville or Etowah, Tenn., as alternate locations where 
the commodity was to be produced. The bid form did not specifv the number 
of employees, nor whether the corporation was a regular dealer in or manu 
facturer of the clothing item under procurement, although such information is 
requested on the form. 

At a bid opening on September 14, 1956, the Government procuring activity 
determined that Wynn Enterprises, Inc., was the low bidder on the basis of a 
& percent discount offer for payment within 10 days. Wynn Enterprises, Ine., 
had bid a unit price of $3.35, making a total contract price of &834,150, but its 
oe offer was considered to bring the bid below that of the apparent low 
lidder. 


were produced 
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After the bid opening but before a final award, H. D. Wynn withdrew from 
the presidency of Wynn Enterprises, Inc., to be succeeded by his sister, Mrs, 
Robert Tripp Ross. In his letter of resignation, dated October 1, 1956, Mr. 
Wynn stated that for the past 3 years he had been unable, and in the future would 
be unable, to give any time to the affairs of the corporation. His son and 
daughter, both minor, now hold one-third of the stock in the corporation; the 
remaining two-thirds are held by his sister, Mrs. Ross. 

After Wynn Enterprises, Inc., was determined to be low bidder, the procuring 
activity initiated a request for a preaward plant survey. This request was 
initiated October 3, 1956, the survey to be completed October 16, 1956. The 
survey was made October 11, 1956, but a written report apparently was not 
submitted until October 24, 1956. 

The surveyor sought to obtain his information for the report from H. D, 
Wynn, whom he identified as president of the Southern Athletic Co., Inc. Mr, 
Wynn suggested, according to the survey report, that the necessary information 
be obtained from Mrs. R. T. Ross, whom Mr. Wynn identified as president of 
Wynn Enterprises, Inc. The surveyor commented in his report, “It is not known 
what connection, if any, Mr. Wynn has with the bidder.” 

The surveyor in this report recommended against the award to Wynn Enter- 
prises, Inc., because he was unable to reach Mrs. Ross or to get definite infor- 
mation or commitments as to the availability of key management and produc- 
tion personnel, experienced production workers, necessary machinery and equip- 
ment, buildings, and other producing facilities, and indeed as to practically all 
the requirements for successful production. 

At this point it may be noted that the contracting officer received a report 
of a financial survey of Wynn Enterprises, Inc., dated October 15, 1956. The 
financial survey report contained this comment: “A confidential bank report 
dated October 11, 1956, indicates subject bidder is one of many allied enterprises 
of its principal H. D. Wynn. * * *” The report cited a substantial figure of 
Mr. Wynn’s personal net worth, cited another substantial figure of a line of 
credit “held available to the group,” and stated that additional financing is avail- 
able when necessary from a Georgia bank. 

The opinion was expressed in this financial survey report that “Subject bid- 
der can finance proposed award totaling $834,150 requiring an estimated work- 
ing capital of $134,000.” Thus the financial status of Wynn Enterprises, Inc., 
was considered satisfactory for the purposes of the award on the basis of Mr. 
Wynn’s personal and corporate financial resources, despite the fact that by that 
time he had purported to sever his corporate connection with Wynn Enterprises, 
Inec., and to advise the latter not to represent him in any further transactions 
with the Government. 

Mrs. Ross, having learned that the preaward survey was negative, telephoned 
the quartermaster depot on October 31, 1956, stating that production equipment 
was being installed in a plant. She requested a resurvey. 

Thereupon the procuring activity initiated a second preaward survey, which 
was made November 5, 1956, the report being dated November 8, 1956. The 
second survey recommended a complete award to Wynn Enterprises, Inc., con- 
tingent upon a readjusted delivery schedule and the obtaining from Mrs. Ross, 
as president of Wynn Enterprises, Inc., of sufficient proof of that corporation’s 
intentions to employ the necessary personnel, lease the required plant space, ete. 

Wynn Enterprises, Inc., undertook to lease part of a building owned by 
Southern Sportswear Co., one of Mr. Wynn’s companies, and to lease part of 
the required tooling and equipment from Southern Athletic Co., another of Mr 
Wynn’s companies. The building-lease contract is dated October 31, 1956, and, 
incidentally, purports to be notarized separately in New York City and Knoxville, 
Tenn., on the same day by the parties signatory. 

Mr. Wynn was reported by the surveyor to have indicated his willingness 
to make 4 or 5 of his present employees available to Wynn Enterprises, Inc., 
as supervisory personnel. The remainder of the tooling and equipment pre- 
sumably was to be acquired by Wynn Enterprises, Inc., through purchase or 
leasing arrangements; and production and other necessary workers were to 
be hired locally in Tennessee, their availability having been ascertained by 
the local office of the Department of Labor. 

Apparently, because of the intended acquisitions of producing facilities, re 
ported verbally by Mr. Wynn, the second preaward survey report listed Wynn 
Enterprises, Inc., as a manufacturer. A prior letter, dated October 24, 1956, by 
Mrs. Ross to the procuring activity, had represented that since the bids had 
been opened, Wynn Enterprises, Inc., as the low bidder had proceeded to acquire 
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leased building space, machinery, and labor, and could now be classed as a 
manufacturer. 

The recommendations of the second preaward survey report, including that 
for a readjusted delivery schedule, were reflected in a decision by the procuring 
activity to award the contract to Wynn Enterprises, Inc. 

In view of the fact that Wynn Enterprises, Inc., had no manufacturing facili- 
ties until after the bid opening, the question arises whether, under the Walsh- 
Healey Act and applicable military-procurement laws and regulations, the Gov- 
ernment properly entered into a production contract with Wynn Enterprises, Inc. 

Another aspect of this question is whether Wynn Enterprises, Inc., at any 
time previously was entitled to receive Government contracts in its own name, 
though lacking established manufacturing facilities or dealership status. In 
these prior awards, H. D. Wynn, as president of Wynn Enterprises, Inc., 
simply used the plants of his manufacturing companies in Tennessee and 
elsewhere to produce the items under contract to the New York corporation. 
There is no evidence of any formal subcontracting arrangements. Letterheads 
of Wynn Enterprises, Inc., and statements in its bid offers represented the 
corporation as being a manufacturer of clothing when, in fact, it was a selling 
and buying office for the other companies. 

In raising this question, I am aware that the Comptroller General has taken 
the position that in the ordinary case the determination whether a particular 
bidder is or is not a manufacturer of, or a regular dealer in, the materials 
or supplies to be secured, is an administrative one. See 18 Comp. Gen. 512 (1938). 
It is submitted, however, that this is not an ordinary case, and that in any 
event the Comptroller General has responded to questions involving interpreta- 
tions of the Walsh-Healey Act, which act requires bidders to be manufacturers 
or regular dealers. 

Thus in 54 Comp. Gen. 595 (1955) the Comptroller General undertook to 
decide whether a successful bidder on a clothing contract could subcontract 
the work. The complainant had argued that the successful bidder, after receiv- 
ing the award, was not entitled to shop around for subcontractors within the 
contemplated objectives of the Walsh-Healey Act. 

In deciding that this act did not bar subcontracting, the Comptroller General 
observed, however, that the preaward survey disclosed that both the bidder 
and the subcontractor were qualified to perform the proposed contract. By 
way of contrast, Wynn Enterprises, Inc., as pointed out above, had no pro- 
ducing facilities of its own nor was it as a corporate entity actually engaged 
in manufacturing. 

The Walsh-Healey Act plainly intended that some limitations were to be 
placed on the kinds of individuals or firms permitted to do business with the 
Federal Government. Granted that the law is flexible in its provisions for 
bidder eligibility, nevertheless the requirement must be satisfied that the con- 
tractor be a manufacturer of, or regular dealer in, the commodities offered to 
the Government. 

The legislative intent is signified in the congressional debate on the Walsh- 
Healey bill. Thus Congressman Healey, the House sponsor of the bill, explained 
the requirement that the contractor be a manufacturer or regular dealer in 
these terms (80 Congressional Record 10002, June 18, 1936) : 

“First, that the contractor is a manufacturer of or a regular dealer in the 
supplies and materials and articles or equipment to be manufactured or used 
in the performance of the contract. 

“The purpose of that section is to eliminate from transactions with the Cov- 
ernment those bid brokers who maintain no factories or plants or regular estab- 
lishments but simply offices. In some instances those offices are maintained 
in their own vest pockets. Yet they are able to compete successfully with legiti- 
mate industry and submit the lowest bid, far below the estimates of regular 
dealers. Then, when they have secured the contract, they sublet the work to 
notoriously low-wage factories, thereby impairing the wage structure of a 
whole industry and preventing equality of opportunity for the legitimate dealer 
in bidding on Government contracts.” 

In literal fact, Wynn Enterprises, Inc., has been, and was at the time the 
recent contract was being consummated, nothing more than an “office” in New 
York City. 

The Comptroller General’s decision referred to above (34 Comp. Gen. 595), 
mentioned section 1-307 (c) of the Armed Services Procurement Regulations, 
which permits an award to an otherwise qualified bidded who has the necessary 
experience, organization, and technical qualifications, and has or can acquire 
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the necessary facilities to perform the proposed contract. Those regulations 
evidently contemplate that in certain instances a successful bidder is not barred 
from acquiring additional facilities, provided he has already the necessary 
experience, organization, and technical qualifications. They do not contem- 
plate that a successful bidder start from scratch to acquire the necessary 
producing facilities, as is the case of Wynn Enterprises, Inc., under the present 
contract. od 

The Comptroller General’s decision also cited the fact that upon request of 
the procuring activity, the successful bidder had submitted evidence, five days 
prior to the bid opening, that arrangements had been made with another com- 
pany to manufacture the articles under procurement. In its present contract, 
Wynn Enterprises, Inc., undertook to obtain required production facilities after 
the opening of the bids, and particularly after the negative preaward survey 
report. 

3. Can an individual, through various companies in which he has controlling 
interests, properly submit more than one bid on the same Government procure- 
ment when the same manufacturing facilities are to be utilized whichever com- 
pany (or companies) under his control is the successful bidder? 

You will note that this question is distinguished from that posed by the Sen- 
ate subcommittee counsel in that it is directed not alone to the fact of controlling 
interests in several companies but to the utilization of identical manufacturing 
facilities, personnel, and equipment. 

As I read your opinion submitted to Senator McClellan, several companies 
under one individual’s control are not proscribed from bidding so long as each 
has the capacity and qualifications to perform. However, it was not uncommon 
for H. D. Wynn to submit bids to. the Government on the same items of pro- 
curement under separate company names for varying unit prices, and to receive 
split awards at these differing prices despite the fact that all the items were 
to be manufactured in the same facilities. I submit that this is double bidding 
in violation of law or public policy 

Join to this the fact that some of the bids were submitted in the name of 
companies which were not manufacturing or producing facilities as such, as 
set forth under question 2 above, and the vice of double bidding is compounded. 

Thus in 1951 Wynn Enterprises, Inc., of New York and Salvage Company of 


Tennessee submitted bids for the same items of procurement (QM-80-280-52 
589) at different unit prices, although neither company as such was a manufac- 
turing or producing facility. Awards were made to Salvage Co. at a lower price 
and to Wynn Enterprises, Inc., at a higher price after it was decided by the 
procuring activity that Mr. Wynn had enough capacity in his other companies 
to produce the amounts to be awarded. 

In 1954, 4 bids were submitted by Wynn companies on an Air Force procure- 
ment (IFB-3 2-54-92): in 1955, 2 Wynn companies bid on an Air Force 
procurement (IF B-33—602—55-84): and in 1956, 3 Wynn companies bid on an 
\ir Force procurement (IFB-33—602-56-95). In the latter bid, each of the 
ipanies listed Knoxville, Tenn., as a producing location. 

In 1955. as many as five Wynn companies bid on a quartermaster procure- 
ment (QM—030-56-361). Two of these, Southern Athletic Co. and Southern 
Aviation Manufacturing Co., were among the low bidders. A preaward survey 
of Southern Aviation Manufacturing Co. made in June 1956 relative to this 
procurement noted that the subject company, Southern Sportswear Co., Southern 
Athletic Co., Southern Creation Co., and Wynn Enterprises “all utilize the 
same physical facilities, equipment. and personnel at Knoxville, Tenn.” 

The contracting officer noted with respect to Southern Athletic and Southern 
Aviation: “Although the preaward surveys showed 2 addresses, it is 1 plant 
with the same equipment.” Mr. Wynn was advised by the procuring activity 
that both companies were regarded “as consisting of 1 corporation, 1 plant, and 
1 set of machines.”” He acknowledged this to be correct. 

However, in trying to persuade the Marine Corps on another bid that the 
delinquency of the one company should not be considered the delinquency of the 
other, Mr. Wynn said: “The Southern Aviation Manufacturing Co., Inc., is a 
different corporation from the Southern Athletic Co., Inc.” 

The above are examples only and not isolated ones. In the past 6 years, 
Wynn companies have bid on probably hundreds of Government contracts and 
have received at least 58 contract awards from the military services, aggre- 
gating possibly $15 or $20 million (the exact amount has not as yet been deter- 
mined). 
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The subcommittee staff has noted instances in which Mr. Wynn would sign 
a contract under one corporate name and an amendment to that cont ract under 
another corporate name. The complexity of Mr. Wynn's enterprises was the 
subject of comment within the Quartermaster Corps, but for practical produc- 
tion purposes, his several corporate producing facilities, whenever they could be 
identified, were considered as a unit. . , 

In 14 Comp. Gen. 168 (1934) the headnote to the Comptroller General’s 
decision stated what appears to be a sound policy : 

“Bids should not be received in response to advertised specifications from two 
corporations, one of which is owned and controlled by the other, and the business 
is done for the benefit of such other corporation with the corporate identities of 
the two corporations being retained merely for trade purposes. No bidder should 
be permitted the advantage of double bidding.” 

In your opinion submitted to Senator McClellan you have set forth a number 
of related decisions in conformity with the one cited immediately above and 
have detailed certain developments subsequent thereto which might be deemed 
to qualify the earlier decision, including the fact that a Navy statute containing, 
among other things, a prohibition on double bidding, was repealed by the Armed 
Services Procurement Act. However, I see no evidence of legislative intent to 
sanction double bidding when the Armed Services Procurement Act was passed. 

Neither do I believe, that absent a specific suspension or debarment of a 
pidder, double bidding should be otherwise permissible. Government contracting 
officers are not always aware of the intercorporate relationships or connections 
involved in multiple bidding, and delinquencies are not always properly assessed 

Double bidding strikes at the heart of fair and open competition. Such unde 





irable practice, as the Comptroller General stated in another context, “would 





facilitate Submission of bids through irresponsible dummies, whose bids could 
be allowed to be rejected, or backed up by the real principals, as their interest 
might dictate” (33 Cc imp. Gen. oO) (1954). 

It would seem that the practice of double bidding, particularly where the 
identical producing facilities are involved, falls within the principle of VcMWullen 
vy. Hoffman (174 U. S. 689 (1899) ), in which the Supreme Court of the United 
States declared invalid on grounds of public policy a contract between two 
parties to submit different bids to a Government agency but to share the 
expenses, divide the work, and divide the profits. 

The vice of this bid arrangement in the view of the Supreme Court was that 
it induced in the public officials a false sense of real competition and an errs 
neous belief that sufficient bi fers were available to determine that the lowest 
bid was a reasonable one. fact that the public contract in this instance 
had been awarded to the lowest bidder did not dissuade the Court from declar- 


ing the bidder arrangement illegal, since it considered that the bids might 1 
been lower vet if t 

It is not diffieu 
bids on the same procurement, and few other bids are forthcoming, that the 


procuring officers could have an erroneous belief as to the reasonableness of the 


lve 
he competition among all parties was bona fide. 
lt to conceive, where as many as five Wynn companies submit 


hids. The following letter from an official of one or more of the Wynn com- 
panies illustrates my point: 
JANUARY 6 et 
Mrs. R. T. Ross 
Wunn Enterprises, 
10 Fifth Avenue , New Yo *k. yt 2 
Dear Mrs. Ross: Enclosed herewith are the bids on the trousers. men’s 


hakers’ and cooks’; you will note this bid is in the name of Florida Athletic 
Co., Inc. Please sign these three bids before you seal them and take them to 
the New York quartermaster. 

We would greatly appreciate your being at the opening of these bids and get- 
ting down the prices and calling us here in Knoxville as soon as you have the 
prices. T ask this of you, Mrs. Ross, because we have worked very closely on 
this matter with another concern who is vitally interested in securing some 
of these same trousers, and in return for some valuable information he gave me 
Thave assured him that we would let him know how the prices went immediately 
upon the opening of the bids. We are all interested so. that we can be ready to 
bid on the next invitation, which is a negotiated opening for this same item. We 
realize that the prices we have quoted are a little bit high and there is a good 
chance that we won’t be awarded on this invitation, but under no circumstances 
can we reduce these prices that are in this bid as I have given my word that 
these prices would not be lowered in competition with some information that 
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was given me by a friend. We are free to do as we please on the next opening, 
which is within a few days, but on this one we are bound by the prices which 
are in the bid. 
With kindest personal regards, I remain, 
Very truly yours, 
Mattock D. Hays. 


The Supreme Court in the McMullen case made this pertinent observation 
(at 651): 

“Upon general principles it must be apparent that biddings for contracts for 
public works cannot be surrounded with too many precautions for the purpose 
of obtaining perfectly fair and bona fide bids. Such precautions are absolutely 
necessary in order to prevent the successful perpetration of fraud in the way 
of combinations among those who are ostensible rivals, but who in truth are 
secretly banded together for the purpose of obtaining contracts from public 
bodies such as municipal and other corporations at a higher figure than they 
otherwise would. Just how the fraud is to be successfully worked out by the 
combination, it is not necessary to show. It is enough to see what the natural 
tendency is. Public policy requires that officers of such (public) corporations, 
acting in the interest of others, and not using the sharp eye of a practical man 
engaged in the conduct of his own business, and not controlled by the powerful 
motive of self-interest, should, so far as possible and for the sake of the public 
whom they represent, be protected from the dangers arising out of a concealed 
combination and from fictitious bids.” 

4. Can an individual who submits multiple bids through various companies 
in which he has controlling interests properly seek to obtain small-business 
awards for any of his companies failing in the original bid? 

Several issues are bound up in the small-business aspects of this matter. 

One is that, through corporate diversification, the individual can attempt to 
maintain a small-business status for the purpose of getting additional awards. 

Another is that, by bidding in the name of a company which has no manu- 
facturing facilities and, therefore, very few employees, the low bidder can 
represent himself as small business and then hire the necessary number of 
employees after the award, even if this number places him outside the small- 
business category. 

And, finally, the mechanics of seeking a so-celled certificate of competency 
from the Small Business Administration, in the event his facilities are adjudged 
inadequate on the original bid or bids, enable the individual to gain valuable 
time and an advantage in acquiring the necessary facilities after the bid-opening 
date. 

Taking the last point first, Wynn Enterprises, Inc., in bidding on the present 
quartermaster contract (QM-89238), did not specify in its bidder offer how 
many persons it employed. When the first preaward survey came up with an 
adverse recommendation, in the ordinary course the bid would have been thrown 
out and the next low bidder considered. However, if Wynn Enterprises, Inc., 
could be classified as small business and obtain a certificate of competency, an 
award could still be considered. 

On October 25, 1956, the contracting officer requested the small-business spe- 
cialist attached to his office to advise him whether the Small Business Adminis- 
tration desired to issue a certificate of competency tu Wynn Enterprises, Inc., 
for production of the bid quantity of items. Shortly thereafter, Mrs. Ross learned 
from the New York regional office of the Small Busines Administration that the 
preaward survey was unsatisfactory. As noted earlier, she telephoned the 
quartermaster depot on October 31, stating that producing equipment was being 
installed in a plant, and requested a resurvey. 

On November 8, 1956, the Small Business Administration representative at 
the quartermaster depot conveyed to the contracting officer through the small- 
business specialist a telephonic request from the New York regional office of 
the Small Business Administration for an extension of time to November 26 
in regard to action on the certificate of competency. During this time, Mrs. 
Ross went about acquiring the necessary production facilities not in evidence 
at the time of the first preaward survey. 

After the second preaward survey was undertaken at Mrs. Ross’ request, and 
a favorable recommendation made, contingent upon certain actions to be taken, 
as discussed under question 2 above, the contract was awarded to Wynn Enter- 
prises, Inc., on November 13, 1956. A certificate of competency thereupon be- 
came unnecessary. Not until December 17, 1956, was the contracting officer 
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advised by the Small Business Administration that Wynn Enterprises did not 
qualify as small business, and that, therefore, no certificate of competency was 
required. 

In arriving at its determination, the Small Business Administration sub- 
mitted to the contracting officers a list of companies in which Mr. Wynn was 
said to be associated as officer, stockholder and/or director, including Wynn 
Enterprises, Inc. The Small Business Administration may or may not have 
known that Mr. Wynn had withdrawn by this time from that corporation. 

In bids submitted by Mr. Wynn’s companies through the years, he has vari- 
ously represented one or another of these companies as big business at one time 
and as small business at another, or has failed to specify the number of em- 
ployees. In considering these multiple bids, the procuring activities sometimes 
have invited the Small Business Administration to issue certificates of com- 
petency on companies which had no producing facilities of their own. Thus 
in regard to the quartermaster procurement (QM-—030—-56—361) in which both 
Southern Athletic Co. and Southern Aviation Manufacturing Co. were bidders, 
the procuring activity initiated a request to the Small Business Administration 
concerning a certificate of competency on Southern Aviation, together with 
this comment: 

“Your attention is particularly invited to paragraphs 3 and 6 of comment 
No. 1, from which it appears that, although the above-named firms submitted 
bids from different Knoxville, Tenn., addresses, they plan to use the same plant, 
personnel, and equipment.” 

In 1956 Southern Athletic Co. applied for a certificate of competency when 
it was about to be disqualified on invitation QM—030—-56-393 for lack of capacity, 
but withdrew the application before a production and financial survey could be 
completed. 

Shortly thereafter, the Philadelphia Quartermaster Depot requested the Small 
Business Administration to make a size determination on Southern Sportswear 
Co. In processing this request, the Small Business Administration found out 
that Centre Manufacturing Co., Wynn Enterprises, Inc., Southern Athletic Co., 
and Southern Sportswear Co. “were affiliated through the control of Mr. Wynn,” 
but determined on the basis of evidence presented by him that his affiliated com- 
panies engaged less than 500 employees at the time of bidding on the quarter- 
master invitation. The quartermaster depot was notified that these four firms, 
including affiliates, qualifying as small business. 

In November 1956, Wikins Air Force Depot requested the Small Business 
Administration to make a size determination on Wynn Enterprises, Inc. In 
processing this request, a telegram was received from Mr. Wynn to the effect 
“that he now considered his affiliated firms as big business.” 

On November 23, 1956, the Small Business Administration determined that 
Wynn Enterprises, Inc., was affiliated with firms associated with Mr. Wynn 
and no longer qualified as a small-business firm. Wynn Enterprises, Inc., was 
notified of this determination, and subsequent notice was forwarded to the con- 
tracting officials at Wikins Air Force Depot. 

5. If one or more companies controlled by an individual have a frequent or 
consistent record of delinquencies in contract performance, does the Comptroller 
General have an obligation to order their suspension or debarment? 

Your opinion submitted to Senator McClellan states that the right of an indi- 
vidual to submit bids through one or more companies is not impaired by the fact 
that one of these companies is delinquent on an existing contract. The question 
I ask is, does there come a time when that right is forfeited in the face of 
repeated delinquencies by one or more of the associated companies? 

If delinquencies are accepted time and agin, without prejudice to the bidder, 
he obtains a “built in” advantage over competitors. He can count on making 
late deliveries when he formulates his bid price, thereby obtaining an advan- 
tage just as surely as when the procuring activity grants him extended delivery 
schedules after bid opening, as set forth under question 1. As a matter of 
interest, Wynn Enterprises, Inc., despite the permitted extension of delivery 
schedules after bid opening, is already delinquent on the initial deliveries. 

Not only do late deliveries afford a price advantage in minimizing overtime 
payments, requirements for additional facilities and equipment, ete., but they 
enable the company or companies to bid on other Government work or to per- 
form civilian work before adequately discharging their existing commitments to 
the Government. 

Thus, the Southern Athletic Co., with regard to performance on a Marine Corps 
contract (N—50m-—11630) in 1956 received a 30-day extension and demanded an 
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additional 60 days leeway on deliveries, despite the fact that the Marine Corps 
procuring activity had decided that the entire facilities of the plant were 
allocated to work in connection with an Air Force contract and civilian work. 

Earlier, with regard to that contract and another contract (N-—159—263), the 
Marine Corps procuring activity advised the Southern Athletic Co. : 

“Information has reached this office which indicates your firm is making no 
effort to overcome serious delinquencies existent against the above contracts, 
It seems highly irregular that almost all your machines and personnel are being 
used to satisfy your commercial obligations considering the fact that the award 
was made in accordance with your understanding of the value placed upon. strict 
adherence to the stipulated schedule.” 

In complaining about the delinquency in performance of a contract (N-150- 
1984) awarded to Southern Aviation Manufacturing Co., which company, as we 
have noted, was considered by the Quartermaster Corps to be identical with the 
Southern Athletic Co., the Marine Corps procuring activity wrote on January 
19, 1957 : 

“Your attention is invited to the fact that every contract issued to your concern 
is characterized by extreme delinquency and it would appear that your firm 
cannot be depended upon to deliver the items ordered within the specified 
delivery time.” 

The writer promised that “this factor shall be taken into serious consideration 
in the awarding of future contracts.” 

Recognizing that suspension or debarment of a bidder, aside from actions 
arising under the Walsh-Healey Act, ordinarily are for determination by the 
procuring agency, I believe the issue ultimately must be one of concern to 
the Comptroller General. By the same logic that makes him question undue or 
unreasonable debarment (14 Comp. Gen. 313, 7 Comp. Gen. 347), he should 
question persistent irresponsibility on the part of bidders successful in obtaining 
contracts. 

In the case of 58 contracts awarded to various Wynn companies by the 
military services for 1951 to 1956, inclusive, less than 10 of these were completed 
in accord with the specified delivery schedules. The time delinquencies varied 
from a few days to as much as half a year. 

I note, furthermore, that since four military agencies and several civil 
agencies are involved, the cumulative delinquencies of the contractor, or the 
delinquencies prevailing on various contracts he holds at any given time, are 
not necessarily known to each of the procuring agencies, so that a full assess- 
ment of bidder responsibility cannot be made administratively. I know of no 
systematic methods in operation for assessing such responsibility nor of any 
central agency where the information on present or past performance is brought 
together and evaluated. 

6. Is it repugnant to law or public policy for the wife of a Government official 
to receive contract awards from the Government, or for the Government official 
to intervene in any manner in contract affairs involving the company of a broth- 
er-in-law which owes him money or with which he was previously associated in 
a corporate capacity? 

Robert Tripp Ross, the (then) Government official in question, conveyed to 
this subcommittee in writing the following statement of what he considered to be 
the “historical principles” applicable to his case: 

“The executive branch of the Government, the Congress, and the public by 
practice, custom, and law have always recognized that it does not constitute a 
conflict of interest or other impropriety for a business firm owned or operated 
by members of the immediate family of an official of a Government agency, who 
was formerly associated with such company, to continue normal established com- 
petitive business operations with that Government agency, provided that the 
Government official (1) does not exert any influence on behalf of the company; 
or (2) does not have a financial interest in, or receive any compensation or re- 
muneration from, the company; or (3) in his official position is not authorized 
or called upon to make, and does not make, decisions which would benefit the 
company.” 

The “historical principles,” as set forth by Mr. Ross, do not admit of so simple 
a finding. Granting that there is no Federal statute which specifically -bars the 
Government from contracting with the spouse of one of its employees, where the 
matter has been litigated in State jurisdiction, the courts have not refused to 
recognize that an unlawful conflict of interest may reach a public officer whose 
wife enters into contractual arrangements with the Government agency. 
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Thus the Supreme Court of Michigan in Woodward v. Wakefield (236 Mich. 
417, 210 N. W. 322 (1926) ), voided a contract for the sale of real estate to a city 
by the mayor’s wife, though no fraud was committed and the premises were worth 
the price paid. The court saw that “the selfishness of human nature and the 
sentiment of the family” could conflict with the mayor's official duties. It also 
stated (at 421): 

“But it is said he received none of the profits of the contract. It is useless to 
argue that when the wife sells her property at the top price, and thereby secures 
a good profit, that the husband does not indirectly profit by it. They live in the 
same home and their property interests are more or less a community interest.” 

In Sturr v. Borough of Elmer (75 N. J. L. 448, 67 Atl. 1059 (1907)), the Su- 
preme Court of New Jersey voided a contract for the sale of certain lands to a 
porough by the wife of an alderman, in which a third party conveyed the property 
to the borough. The court observed (at 446): 

“We may remark that the invalidity of such a contract in no way rests upon 
a criminal intent of the member of the council. The rule is one of policy, which 
without regard to intention, inexorably reaches all contracts which contravene 
the purposes of the law.” 

In Nuckols v. Lule (8 Idaho 589, 70 Pac. 401 (1902)), the Supreme Court of 
Idaho voided a contract made with the wife of a member of a board of school 
trustees employing her to teach in a school over which the board had supervision. 
That contract was held contrary to public policy and to the terms of the statute 
prohibiting school trustees from having a pecuniary interest in contracts made 
by the board. The court considered that, under the laws of Idaho, the earnings 
of a wife constituted part of the community property of which the husband had 
control and management, which he might use and of which he was part owner, 
being therefore pecuniarily interested therein. 

A Washington State law which prohibited school directors from having any 
direct or indirect pecuniary interest in contracts for school sites, construction, 
or services, prevented the husband of a director from being compensated for 
transporting his own and others’ children to school. Thereupon, a contract was 
entered into between the directors of the district and persons employed on the 
farm of the husband and wife, with the resulc that the latter two received a large 
part of the money paid to the contractors by the district, as well as their labor 
and services. Such contractors used the husband’s team, and the husband himself 
often drove it. The contract again was held to be within the ban of the prohibi- 
tory statute against any direct or indirect interest in a public contract, in view 
of the interests of the husband and wife as a marital community. 

There have been cases where the confiict of interest reached not only the 
wife or husband of a public official, but the son or brother or mother. Thus in 
Ames v. Board of Education (97 N. J. Eq. 60, 127 Atl. 95 (1925) ) the New Jersey 
Court of Chancery voided a contract whereby a member of a local board of 
education opposed to the sale of school property, and to defeat its purchase for 
other uses, arranged for its purchase by his son under an agreement whereby 
the son was to hold it for 2 years, subject to condemnation by the school board. 
The court invalidated the contract even while recognizing that the father was 
activated by altruistic motives, and so far as possible attempted to place any 
profits beyond his control. The court said (at 64-65) : 

“Tt is an inexorable rule of common law, and it finds expression in our statute, 
that public servants shall not be interested, directly or indirectly, in any con- 
tract made with public agencies of which they are members. Public service 
demands an exclusive fidelity. The law tolerates no mingling of self-interest 
(citing cases).” 

See also McElhinney v. Superior (32 Neb. 744, 49 N. W. 705 (1891) ), where the 
Supreme Court of Nebraska voided a contract and franchise to furnish a city 
with electric lights when a member of the city council was a brother and joint 
owner of the generating plant: Harrison v. Elizabeth (70 N. J. L. 591, 57 Atl. 
132 (1904) ), where the Supreme Court of New Jersey voided a plumbing contract 
which a member of the city council had obtained and assigned to his mother. 

There are also decisions to the contrary effect, that relationship is not a dis- 
qualifying interest within a statute making it unlawful for a public officer to 
be interested in a public contract. Of course the wording of the State statute 
or local ordinance involved and the particular facts in each case are deter- 
mining. It is noteworthy, however, that the relationship of husband and wife, 
in the comparatively few cases before the courts, tends more to disqualify than 
other relationships. Thus the Supreme Court of Michigan said in Woodward v. 
Wakefield, supra, at 421: 
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“The case of Lewick v. Glazier (116 Mich. 493), is cited upon the question of 
relationship. It was there held that because the son was the contemplated 
contractor for the erection of municipal waterworks, his father, who was on 
the council, was not disqualified to vote. We think this case can be easily 
distinguished by calling attention to the difference in the money affairs of 
husband and wife, and the money affairs of father and son.” 

The above cases are cited only to show that important matters of public policy 
are implicit in the relationships posed in question 6, even though the applicable 
Federal statutes are somewhat different from those of the States, and there hag 
been, so far as I know, no litigation in the Federal courts on such matters. The 
Comptroller General has had occasion, however, to consider the husband-wife 
relationship in certain contract arrangements. 

In 22 Comp. Gen. 948 (1948), the Comptroller General interposed no objection 
to a personal service contract with a mail carrier’s wife who was low bidder on 
a2 mail messenger route. This decision was directed to the narrow issue whether 
the awarding of the contract would contravene section 1765 of the Revised 
Statutes, which bars extra compensation from outside sources to public officers 
for performing their official duties. Since the husband was considered not be 
be involved in any way in the preparing or advertising for the bids, and not to 
be engaged in performing any of the personal services to be procured of his wife, 
the contract was permitted notwithstanding the fact that under the law of the 
State, a conjugal partnership was created whereby the spouse automatically 
participated in 50 percent of the profits under the contract. 

In this decision the Comptroller General noted, however, that payments to 
wives of Government employees had been barred under section 1765 in instances 
where such employees, in performing their official duties, used personal services 
or property owned or leased by their wives, such as stenographic services, auto- 
mobiles, rooms, and boathouses. See 7 Comp. Gen. 617 (1928) ; id., 348 (1927); 
4 Comp. Gen. 370 (1924) ; id., 271 (1924). The Comptroller General also observed 
that as a matter of public policy, contracts to wives of Government employees 
were objectionable, stating in 22 Comp. Gen. (at 944): 

“Furthermore, even when not subject to the foregoing objection (of section 
1765), payments to or contracts with wives of Government employees are open 
to criticism for possible favoritism and preferential treatment and it has been 
held that such payments or contracts should not be made except for the most 
cogent reasons.” 

I believe that the statement of the Comptroller General cited immediately 
above expresses sound public policy. Further, I submit that whether or not the 
contract awarded to Mrs. Ross per se violates any specific statute governing 
conflicts of interest, the possibilities for “favoritism and preferential treatment” 
remain open so long as any contracts are obtainable by the wife of a Government 
official, thus exposing him to possible future violations of the law. 

As Assistant Secretary of Defense for Legislative Affairs and Public Informa- 
tion, Mr. Ross may not have had any occasion to participate in preparing and 
consummating the contract arrangements between the Government and his wife, 
but the fact that he occupied a high and influential post in the Department of 
Defense would not be lost upon military procurement officers. Nor would he be 
in a position to dissuade representatives of his wife’s corporation from seeking to 
gain, from the mere fact of his position, some advantage in their various dealings 
with the procuring agencies. These dealings would go far beyond a contract 
award, involving, as they do, negotiations on contract Changes, disputes, claims, 
protit renegotiations and other matters. 

However separate and distinct his office from those of the procuring agencies, 
Mr. Ross occupied the strategic position of controlling the flow of Department of 
Defense information to the public and the Congress. It is an interesting fact 
that, had he not resigned, Mr. Ross himself would have been responsible for 
channeling to this subcommittee requested information regarding his activities 
as well as those of this wife or his brother-in-law as contractors to the Govern- 
ment. 

In at least one instance, Mr. Ross intervened in behalf of his brother-in-law 
to the extent of arranging an appointment with a Marine Corps general to 
discuss certain deviations from specifications which were the subject of con- 
troversy between the Marine Corps procuring activity and the contractor. What- 
ever significance may be attributed to this episode, it indicates that Mr. Ross 
was in a position to perform services for his brother-in-law. 

Pertinent also is the fact that the Southern Athletic Co., involved in this 
specifications dispute, carries on its books an account of money owed to Mr. 
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Ross for services previously rendered as a corporate official and sales representa- 
tive. Athough Mr. Ross purportedly severed his corporate connections with that 
company before entering public office, sworn statements in annual reports filed 
by his brother-in-law with the State of Tennessee show Mr. Ross as the vice 
president of the corporation for the years July 1952 through July 1955. The 
sworn statements, signed by Mr. Wynn, were notarized by another official who 
was the secretary of the corporation. 

7. If the answers to any or all of questions 1, 5, and 6 are in the affirmative 
and to any or all of questions 2, 3, and 4 in the negative, what further action 
is obligatory on the part of the General Accounting Office? 

Sincerely yours, 
CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., April 2, 1957. 
Hon. CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee, 
Committee on Government Operations, 
House of Representatives. 

Dear Mr. CHAIRMAN: Further reference is made to your letter of March 12, 
1957, relative to an inquiry by your subcommittee into various military pro- 
curement matters relating to Wynn Enterprises, Inc., and other companies with 
which Robert Tripp Ross was associated at one time or another. Request is 
made for a reconsideration of the opinions set forth in our letter of February 
21, 1957, to the Honorable John L. McClellan, chairman of the Senate Permanent 
Subcommittee on Investigations, Committee on Government Operations, and 
for an answer to a series of questions believed to be within the purview of our 
oflice for determination or at least for an advisory opinion. 

In our letter to Senator McClellan we consider 2 questions of 2 parts each 
which were raised by Mr. Robert F. Kennedy, chief counsel for the Senate 
subcommittee. Although Mr. Kennedy did not discuss any of the disclosures 
made in the subcommitte investigation of Robert Tripp Ross, Claire Ross, and 
Herman D. Wynn, we were aware of the fact that in certain newspaper accounts 
it was implied that, contrary to decisions of our office in the matter of multiple 
bidding, Government contracts were awarded to firms with which Robert Tripp 
Ross and his wife, Claire Ross, were associated. 

It was pointed out in our letter that section 3722, Revised Statutes, which 
was repealed by section 11 (a) of the Armed Service Procurement Act of 1947, 
contained a provision that “If more than one bid be offered by any one party, 
by or in the name of his or their clerk, partner, or other person, all such bids 
may be rejected.” Attention was also invited to the fact that certain standard 
forms, used both prior to and subsequent to the repeal of section 3722, which 
applied only to the Department of the Navy, contained similar language; and 
that apparently on the basis of a published decision of our office, 14 Comptroller 
General 168, the current regulations of the General Services Administration 
require the rejection of two or more bids submitted by the same party in response 
to a Government invitation for bids. 

However, the opinion was expressed that the correct rule is the one which 
yas applied in a decision of June 16, 1949, to the Secretary of the Interior, in 
which it was considered that where the instructions to bidders state that the 
Government “may” reject the bids of a party submitting more than one bid, the 
Government would have the option of rejecting such bids or to consider same 
with the other bids received. 

In answer to the questions presented by Mr. Kennedy, the view was expressed 
that, unless debarred or suspended pursuant to statutory provisions or admin- 
istrative regulations, an individual may properly submit a bid or bids for a 
particular procurement on behalf of one or more firms in which he has a con- 
trolling interest; and that it makes no difference so far as his right to submit a 
bid is concerned whether one of his firms is delinquent in the performance of an 
existing contract with the Government. Also, it was indicated as our view that 
the award could be made to the firm on whose behalf the low bid was submitted, 
provided that the bid conformed to the invitation for bids and the firm qualified 
as a responsible prospective contractor. 

It was suggested, however, that, while a determination as to a bidder’s respon- 
sibility is a matter primarily of administrative concern, a delinquency in per- 
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formance of an existing contract might constitute a sufficient basis for rejection 
of a bid submitted by the delinquent contractor or bids submitted by other firms 
closely associated with the delinquent firm, such as, where one individual hag 
the controlling interest in all such firms. We did not attempt to delineate the 
types of delinquency which normally would justify a rejection of a bid later 
submitted by the delinquent contractor, but reference was made to the fact that 
under section 1-04 of the Armed Services Procurement Regulations, and Regn- 
lation 15 issued June 19, 1954, by the General Services Administration, it is 
indicated that a willful failure to deliver or other serious breaches of contract 
would justify debarrment action. 

On the basis of a detailed statement of facts, the following questions are 
presented in your letter: 

“1. Are the requirements of public law and public policy relative to the preser- 
vation of full, free, and fair competition among prospective bidders for the pro- 
tection of the Government’s interest violated when a Government contracting 
officer awards a clothing contract to the low bidder after extending the delivery 
schedules beyond the dates specified in the invitation to bid (final deliveries 
being extended 2 months thereby) ? 

“2. Is a bidder entitled to receive a Government contract award if he is not a 
regular manufacturer of, or a dealer in, the supplies being procured at the time of 
submitting the bid and for a period following the bid opening date, or undertakes 
to acquire the necessary manufacturing facilities after ascertaining that he is 
the low bidder? 

“3. Can an individual, through various companies in which he has controlling 
interests, properly submit more than one bid on the same Government. procure. 
ment when the same manufacturing facilities are to be utilized whichever com- 
pany (or companies) under his control is the successful bidder? 

“4. Can an individual who submits multiple bids through various companies 
in which he has controlling interests properly seek to obtain small-business 
awards for any of his companies failing in the original bid? 

“>. If one or more companies controlled by an individual have a frequent or 
consistent record of delinquencies in contract performance, does the Comptroller 
General have an obligation to order their suspension or debarrment? 

“6. Is it repugnant to law or public policy for the wife of a Government official 
to receive contract awards from the Government, or for the Government official 
to intervene in any manner in contract affairs involving the company of a 
brother-in-law which owes him money or with which he was previously associated 
in a corporate capacity ? 

“7. If the answers to either or all of questions 1, 5, and 6 are in the affirmative, 
and to any or all of questions 2, 3, and 4 in the negative, what further action is 
obligatory on the General Accounting Office?” 

The advertising statutes were designed to obtain for the Government the most 
advantageous prices in fulfilling its requirements and to secure for any qualified 
business concern an equal opportunity for obtaining that business, thereby elimi- 
nating any possibility of charges or favoritism or collusion in the award of 
Government contracts. In the furtherance of such purpose, invitations, and 
specifications must be such as to permit competitors to compete on a common 
basis. United States vy. Braokridge Farm (111 F. 2d 461). 

Our Office has consistently adhered to the rule that a bid may not be changed 
after opening and that rejection of a bid is required if it deviates substantially 
from the advertised specifications and conditions Minor irregularities or infor- 
mmalities may be waived but any deviations which go to the substance of the bid 
affecting quality, prices, or time of delivery or other performance cannot be 
waived in favor of the ostensible low bidder. Bids have been allowed to be cor- 
rected or withdrawn because of obvious mistakes in the bid prices, and the rule 
against changes in bids after opening would not prevent the low bidder from 
offering to perform at a price lower than stated in his low bid, but, in our opinion, 
the award of a contract on terms different from those advertised and bid upon 
by other bidders is not in accordance with the legal- principles of competitive 
hidding, especially where the change was made solely for the benefit of a bidder 
who could not otherwise qualify as a contractor for the proposed work on the 
terins advertised. Accordingly, in the absence of circumstances indicating that 
other bidders could not perform strictly in accordance with the advertised speci- 
fications and conditions, your question No. 1 is anSwered in the affirmative. 

In your discussion of question No. 2, reference is made to contract No. DA-36- 
030—QM—89238, and it is stated that, in view of the fact that Wynn Enterprises, 
Ine., had no manufacturing facilities until after the bid opening, the question 
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arises as to whether, under the Walsh-Healey Act and applicable military laws 
and regulations, the Government properly entered into a production contract with 
that company. You state that another aspect of this question is whether the cor- 
poration at any time previously was entitled to receive Government contracts in 
its own name though lacking established manufacturing or dealership status. 

Section 1-602 (e) of the Armed Services Procurement Regulations requires 
the listing as ineligible bidders ‘Those found by the Secretary of Labor ineligible 
to be awarded contracts for the reason that they do not qualify as ‘manufac- 
turers’ or ‘regular dealers’ within the meaning of section 1 (a) of the Walsh- 
Healey Public Contracts Act (Public Law 846, 74th Cong.;: 49 Stat. 2036; 41 
Wy. S.C. 35 (a)).” 

It will be noted in this connection that the Walsh-Healey Act places in the 
Secretary of Labor the responsibility for administering its provisions, and the 
only authority conferred upon our Office is “to distribute a list to all agencies 
of the United States containing the names of persons or firms found by the 
Secretary of Labor to have breached any of the agreements or representations 
required by this act.” 

In a decision to the Secretary of War on December 7, 19388 (18 Comp. Gen 
512), the view was expressed with respect to a proposed award of a 
contract that the question as to whether any particular bidder is or is not the 
manufacturer of or a regular dealer in the materials, supplies, ete., as required 
under the provisions of the Walsh-Healey Act, is for administrative determina- 
tion. It was held, however, in a decision of May 12, 1955 (34 Comp. Gen. 595), 
to a protesting bidder, that there is nothing in the Walsh-Healey Act 
which prohibits awarding a contract to a company which contemplates subcon- 
tracting. The company involved in that case was itself a qualified manufacturer. 
You cite both of these decisions and, by way of contrast with the latter decision, 
you point out that Wynn Enterprises, Ine., had no producing facilities of its 
own nor was it as a corporate entity engaged in manufacturing. 

It is to be noted that the specific requirement of the Walsh-Healey Act is that 
contracts subject to it shall contain certain representations and stipulations, 
including the one that the contractor is the manufacturer or regular dealer 
The penalties and sanctions provided by the act are imposed for violations or 
breaches of the required contract stipulations. It therefore may be questionable 
whether any violation has occurred if the contractor was in fact a manufacturer 
or dealer at the time of execution of the contract. 

It again must be noted, however, that the entire responsibility for administer- 
ing the act is vested in the Secretary of Labor—see Endicott-Johnson Corp. \ 
Perkins (317 U. S. 501). 

With respect to yvour question No. 3, the practice of donble bidding is undesira 
ble, particularly where the relationship between the parties in interest is not 
disclosed. We believe, however, that there are certain factors which should be 
considered before making a complete prohibition against the consideration of 
bids submitted by a party who has the controlling interest in more than one firm. 
Section 8722, Revised Statutes, did not prohibit this practice but provided only 
that all bids of the same party ‘‘may be rejected.” Tt is not unusual for bids to 
he received from different divisions of the same corporation and sometimes from 
a parent corporation and one or more of its subsidiaries under the same invita- 
tion for bids. In such cases the bidders generally are responding to separate 
copies of the invitation sent to them and apparently do not have any reason to 
believe that an affiliated company or division has heen requested to submit a 
bid. We perceive no legal objection to consideration of the bids received under 
these circumstances. An individual might also have legitimate reasons for sub- 
mitting bids on behalf of two or more of the companies which he owns or controls, 
This could be the situation where partial awards are permitted and it is hoped 
that an award will be made to each of the companies for such amount of work 
as it can conveniently perform. We do not believe however, that an individual 
properly may submit more than one bid in a case where multiple awards might 
be made and the same manufacturing facilities are to be utilized. Accordingly, 
your question No. 3 is answered in the negative. 

One of the objectives of the Small Business Act of 1953 is to insure fair and 
reasonable treatment for small-business concerns and, if a bidder has attempted 
to mislead the Government by submitting multiple bids for companies which use 
the same manufacturing facilities, it would not seem proper for that individual 
to seek to obtain small-business awards for any of his companies failing in the 
original bid. Our answer to your question No. 4, therefore, is that we do not 
feel that such a bidder should be considered for a small-business award, provided 











404 MILITARY CLOTHING PROCUREMENT 


that there appears to be no legitimate reason for the submission of the multiple 
bids, such as where the bidder hopes to obtain partial awards for articles to be 
manufactured in the ‘plants of two or more of his companies. 

Your question No. 5 is answered in the negative since our Office is not authorized 
to order the suspension or debarment of contractors on the basis of their failure 
to perform satisfactorily one or more previous contracts. Such failures consti- 
tute grounds for debarment by any procuring agency under the Armed Services 
Procurement Regulation and under regulations of the General Services Admin- 
istration, and lists of all such debarments are circulated to all agencies, but 
debarment action must be taken by each agency, except that debarment by any of 
the military departments is operative throughout the Department of Defense. 
Of course, as you suggest, bidders’ persistent irresponsibility should be a matter 
of our concern. However, it is for the procuring agencies to determine at least 
in the first instance whether or not any bidder meets the requirements for 
qualification as a responsible prospective contractor, as well as to determine the 
matter of debarment. Ordinarily, unsatisfactory performance of any contractor 
comes to our attention only when it results in termination for default, and then 
only when the agency involved is unable to collect such damages as may be 
incurred. 

In regard to your —— No. 6 you refer to the fact that there is no Federal 
statute which specifically bars the Government from contracting with the spouse 
of one of its employees but it is stated that, where the matter has been litigated 
in State jurisdictions, the courts have not refused to recognize that an unlawful 
conflict of interest may reach a public officer whose wife enters into contractual 
arrangements with the Government agency. 

It is indicated that there are also decisions to the contrary effect, that the rela- 
tionship is not a disqualifying interest. The only case cited in which the 
Federal Government was involved is a published decision of our Office, 22 Comp. 
Gen. 943, in which it was held that there could be no objection to an award of a 
post office contract to a wife of a letter carrier who was not in any manner re- 
sponsible for the letting of the contract. Emphasis is placed, however, on a 
statement in that decision which is, in part, that “payments to or contracts with 
wives of Government employees are open to criticism for possible favoritism 
and preferential treatment and it has been held that such payments or contracts 
should not be made except for the most cogent reasons (7 Comp. Gen. 617).” 

We do not believe that in the ordinary case it would be necessary to consider 
an award made to the wife of a Government employee to be against publie 
policy. We are of the opinion, however, that it would be repugnant to public 
policy for the wife of a Government official occupying a major administrative or 
policymaking position to receive any such award regardless of the existence of 
any direct or immediate authority in him to approve the award or to make 
decisions respecting controversies which might develop between the Government 
and the contractor. His position would in itself tend to create a basis for 
favoritism in the making of the award or in the settlement of disputes on 
questions arising out of the contract. 

In answer to your seventh question, our Office normally would be required to 
consider the advisability of requesting the cancellation of any contract which 
had been awarded under the circumstances forming the basis of your questions 
Nos. 1, 3, and 6. In any case, we would feel obligated as a matter of policy to 

take such action as might be deemed appropriate to prevent a recurrence of any 
of the objectionable practices disclosed in the case under investigation. We 
have, however, adhered to the rule that we should take no action in a case 
while it is under investigation by a congressional committee unless advised that 
such action will not interfere with the committee’s investigation. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


APRIL 17, 1957. 
Hon. JoSEPH CAMPBELL, 
Comptroller General of the United States, 
General Accounting Office, Washington, D. C. 
Dear Mr. CAMPRELL: As chairman of the Military Operations Subcommittee 
I wish to express my appreciation for your assistance in connection with the 
investigation and hearings of military clothing procurement. 
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As 1 indicated to Mr. James BE. Welch, your acting general counsel at the hear- 
ings on April 11, in response to your letter of April 2, 1957, any action that 
might be taken by your Office would not interfere with the subcommittee’s 
jnvestigation. 

I would greatly appreciate being advised what action will be taken following 
your letter of April 2. 

Sincerely yours, 
CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., May 9, 1957. 
Hon. CHer HOLIFIELD, 
Chairman, Military Operations Subcommittee, 
Committee on Government Operations, House of Representatives. 

DEAR Mr. CHAIRMAN: Reference is made to your letter of April 17, 1957, re- 
questing that you be advised of any action taken by our Office with respect to 
certain information which has been disclosed in an inquiry by your subcom- 
mittee into various military procurement matters relating to Wynn Enterprises, 
Inc., and other companies with which Robert Tripp Ross was associated at one 
time or another. 

Enclosed is a copy of our letter of today to the Secretary of Defense, request- 
ing that we be advised as to corrective action taken or proposed to be taken 
in the matter. The Secretary is also being requested to furnish a report in 
regard to the current contract awarded to Wynn Enterprises, Inc., at a time when 
that corporation appears to have been controlled by Mrs. Robert Tripp Ross. 
You will be advised of any further action taken by our Office in the case, 

Sincerely yours, 
FRANK H. WEITZEL, 
Assistant Comptroller General of the United States. 





COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington D. C., May 9, 1957. 
The honorable the SECRETARY OF DEFENSE. 

Dear Mr. Secretary: We are advised that copies of our letter dated April 2, 
1957, to the chairman of the Military Operations Subcommittee, Committee 
on Government Operations, House of Representatives, concerning certain ques- 
tions which had arisen in connection with the subcommittee’s inquiry into vari- 
ous military procurement matters relating to Wynn Enterprises, Inc., and other 
companies with which Robert Tripp Ross was associated at one time or another, 
have been sent to you and to the Secretaries of the Army, Navy, and Air Force. 
The chairman of the subcommittee has also indicated that any action which 
we might take in regard to the contracts awarded to the Wynn companies should 
be proceeded with, without awaiting further action or report by the subcommittee. 

The answers given to some of the questions presented by the subcommittee 
during the hearings indicate that consideration will be given to correction in 
the military establishments of certain undesirable contractual practices pointed 
up by the investigation of this matter, and we shall appreciate a report as to any 
such action. 

We are particularly concerned at this time, however, with the question of the 
validity of the award of a current Department of the Army contract to Wynn 
Enterprises, Inc., contract No. DA-86—080-QM-8923, dated November 13, 1956. 

It is understood that this contract was awarded under an invitation for bids 
issued by the Army Quartermaster Depot, Philadelphia, Pa., after two preaward 
surveys, the first of which was unfavorable and the second of which indicated 
that the bidder probably could not meet the advertised delivery schedule. It 
further appears that the delivery requirements of the contract were not in 
accordance with the terms of the invitation, and that at the time of the award 
two-thirds of the stock in the contracting corporation was owned by Mrs. Robert 
Tripp Ross, wife of an Assistant Secretary of Defense. In this connection, it 
appears that, for all practical purposes, the award was made to the wife of a 
Government official occupying a major administrative or policymaking position. 
The opinion was expressed in our answer to the sixth question presented by the 
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chairman of the House subcommittee that such a contract would be repugnant to 
public policy. As stated in that answer, the official’s position would in itself tend 
to create a basis for an inference or appearance of favoritism in the making of 
the award or in the settlement of disputes on questions arising out of the contract, 
The question of favoritism would seem to be particularly involved in any case 
where, as here, the first preaward survey of the bidder's facilities is negative, and 
a second survey report recommends an award subject to certain conditions 
favorable to that bidder. 

In the circumstances, it is requested that we be advised at the earliest practi- 
cable date as to what action has been taken or is proposed to be taken in these 
matters. We should also appreciate an expression of the views of your depart 
ment as to the validity of the award in question and as to the status of and 
extent of performance under the contract. 

Sincerely yours, 
FRANK H. W ELTZEI ‘ 
issistant Comptroller Gencral of the United States 


Exurperr 3—CorrESPONDENCE BerwEEN tHe MiLirary DEerpARTMENTS 
AND THE Minirary Operations SUBCOMMITTEE 


APRIL 17, 1957 
Hon. CHARLES E. WILSON, 
Secretary of Defense, 
The Pentagon, Washington, D. C. 

DEAR MR. SECRETARY: Enclosed for your information and attention are copies 
of my letter to the Comptroller General of the United States raising certain 
questions in connection with military clothing contracts to Wynn Enterprises, 
Inc., and associated companies and the Comptroller General’s reply thereto 
Copies of these two letters also are being sent to the three service Secretaries, 

The subcommittee plans to present a report at a later date on this investiga- 
tion and hearing. I have advised the Comptroller General that any action his 
office may take will not interfere with the subcommittee’s investigation. 

Sincerely yours, 
CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee. 


AprIL 17, 1957 
Hon. WILBER M. BRUCKER, 
Secretary of the Army, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: Enclosed for your information and attention are copies 
of my letter to the Comptroller General of the United States raising certain 
questions in connection with military clothing contracts to Wynn Enterprises, 
Inc., and associated companies and the Comptroller General’s reply thereto. 

The subcommittee plans to present a report at a later date on this investiga- 
tion and hearing. I have advised the Comptroller General that any action his 
office may take will not interfere with the subcommittee’s investigation. 

Sincerely yours, 
Cuet HO.LIFIELD, 
Chairman, Military Operations Subcommittee. 


APRIL 17, 1957. 
Hon. THoMAS S. GATES, Jr., 
Secretary of the Navy, 
The Pentagon, Washington, D.C. 

Dear Mr. SecrETARY: Enclosed for your information and attention are copies 
of my letter to the Comptroller General of the United States raising certain 
questions in connection with military clothing contracts to Wynn Enterprises, 
Inc., and associated companies and the Comptroller General’s reply thereto. 
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The subcotumittee plans to present a report at a later date on this investigation 
and hearing. I have advised the Comptroller General that any action his office 
may take will not interfere with the subcommittee’s investigation. 

Sincerely yours, 
CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee. 


Aprit. 17, 1957 
Hon. DoNALD A. QUARLES, 
Secretary of the Air Force, 
The Pentagon, Washinaton, D. C. 

DeaR Mr. SecRETARY: Enclosed for your information and attention are copies 
of my letter to the Comptroller General of the United States raising certain ques- 
tions in connection with military clothing contracts to Wynn Enterprises, Inc. 
and associated companies and the Comptroller General's reply thereto. 

The subcommittee plans to present a report at a later date on this investiga 
tion and hearing. I have advised the Comptroller General that any action his 
office may take will not interfere with the subecommittee’s investigation. 

Sincerely yours, 
CHET HOLIFIELD, 
Chairman, Vilitary Ope rations Subcommittec 


DEPARTMENT OF THE ATR FORCE, 
Washington, April 23, 1957. 
Hon. CuHetT HOoLirierp, 
Chairman, Military Operations Subcommittee, 
Committe on Government Operations, 
House of Representatives 
Dear Mr. Cu ArRMAN: The Secretary has asked me to acknowledge your letter 
of April 17, 1957, with which you furnished copies of correspondence between 
your subcommittee and the Comptroller General of the United States con- 
cerning military clothing contracts with Wynn Enterprises, Inc., and associated 
companies. 
The questions raised in your letter are being studied pending receipt of the 
subcommittee’s report on its investigation and hearing. 
Sincerely yours, 
WILLIAM J. YATES, 
Colonel, USAF, Assistant Director, (for and in the absence of 
Joe W. Kelly, Major General, USAF, Director, Legislative Liaison). 


Exuipir 4—CorrESPONDENCE BerweeN THE DEPARTMENT OF LAbor 
AND THE Minirary OPERATIONS SUBCOMMITTEE 


APRIL 17, 1957. 
Hon. JAMES P. MITCHELL. 
Secretary of Labor, Washington, D. C. 


Dear Mr. SECRETARY: In the investigation and hearings concerning military 
clothing contracts awarded to Wynn Enterprises, Inec., and associated com- 
panies questions were raised concerning the eligibility of Wynn Enterprises, Inc., 
as a Government contractor. This firm, a New York corporation, received a 
Government contract award of approximately $800,000 in November 1956 despite 
the fact that the corporation had only 2 employees at the time of submitting 
a bid and for a period thereafter, and undertook to acquire necessary personnel 
and producing facilities after ascertaining that it was the low bidder. 

3y letter dated March 12, 1957, I directed a series of questions to the Comp- 
troller General of the United States raised in this investigation, including a 
question as to the eligibility of Wynn Enterprises, Inc., under the Walsh- 
Healey Act to receive a Government contract. The Comptroller General’s 
reply dated April 2, 1957, pointed out that the entire responsibility for admin- 
istering the Walsh-Healey Act is vested in the Secretary of Labor 

Mr. John J. Babé, Assistant Solicitor of the United States Department of 
Labor appeared before the subcommittee on April 12 and testified as to the re- 
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sponsibilities of the Department of Labor in this area. Mr. Babé indicated in 
his testimony that the case under inquiry was a rather unusual one and that, 
as a matter of opinion, “the bidder would not appear to have the qualifications 
required.” 

The purpose of this letter is to request you to advise the subcommittee whether 
Wynn Enterprises, Inc., conformed to the requirements of the Walsh-Healey 
Act concerning dealership or manufacturer status in receiving its present or 
any previous Government contracts. This question was presented to the Comp. 
troller General in question 2 of my letter to him, and certain pertinent facts 
were set forth in connection with that question. 

For your information I am enclosing copies of my letter to the Comptroller 
General and his reply. Also, the record of investigation and hearings concern- 
ing this case is available for examination by representatives of the Department 
of Labor. 

Sincerely yours, 
CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee. 


DEPARTMENT OF LABOR, 
OFFICE OF THE SOLICITOR, 
Washington, May 29, 1957. 
Hon. CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee of the Committee on Gov- 
ernment Operations, House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN HOLIFIELD: This is in further reference to your letter of 
April 17, 1957, regarding certain Government contracts awarded to Wynn Enter- 
prises, Inc., of New York City. The Secretary has asked me to reply to your 
letter. 

A representative of this office was advised on May 3 by staff members of your 
committee that the following are the contracts to which your inquiry relates, 
and that information on the place of performance would be furnished by the 
Quartermaster Corps, which did so on May 17. 


QM-14912, Apr. 13, 1951, trousers, wool, serge, blue_____-____----_--~- $214, 914 
QM-—14914, Apr. 13, 1951, trousers, wool, serge, blue_______-__-_-___---~ 397, 586 
QM-22216, Dec. 6, 1951, trousers, shell, field____........__---______. 562, 960 
QM-23493, Jan. 15, 1952, trousers, shell, field._.....__._.__..___..--- 225, 608 
TAP-1191, Apr. 10, 1953, trousers, field, wool_______-_-- ee eee 145, 000 
QM-8923, Nov. 13, 1956, trousers, men’s, cottomn___________-______--__- 834, 150 

Debad Welter: Waliie= css) 632 esses ish Jeu cdioed. 2 SOR 


The Walsh-Healey Public Contracts Act requires that a person awarded a 
contract which is subject to its provisions represent and stipulate that he is 
“the manufacturer of, or a regular dealer in, the materials, supplies, articles, 
or equipment to be manufactured or used in the performance of the contract.” 
You lave asked whether Wynn Enterprises, Inc., conformed to the manufacturer 
or rekular dealer requirements of the act in bidding for and receiving such 
Government contracts. 

Th eligibility of a person to bid on and receive contracts as a manufacturer 
or refular dealer under the act is subject to formal procedures involving the 
discofery of facts by investigation, a formal public hearing. before a hearing 
examjner and a formal decision on the facts of the matter by the Administrator 
of tht Wage and Hour and Public Contracts Divisions. We shall, however, 
answer your inquiry on the basis of general principles. 

Pujsuant to the act the Secretary of Labor has issued gerenal regulations to 
carryjout its provisions. A copy is enclosed for your information. 

Secfion 201.1 of these regulations requires all bidders to represent that they are 
eithe: the manufacturer of, or a regular dealer in, the products to be purchased 
by the Government. 

Section 201.101 of the regulations which defines the “manufacturer” and 
“regular dealer’ provides that “except as hereinafter provided, every bid re- 
ceived from any bidder who does not fall within one of the foregoing categories 
shail be rejected by the contracting officer.” The exception referred to provides 
that whenever justice and the public interest will be served “bids for a contract 
or class of contracts will be exempted from the foregoing requirement by the 
Secretary of Labor upon the request of the head of the contracting agency or 
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department when accompanied by his finding of fact that * * * the conduct of 
the Government business will be seriously impaired.” No request of this type 
was filed with the Secretary by the contracting agency with respect to the 
contracts or classes of contracts awarded to Wynn Enterprises, Inc, 

Rulings and Interpretations No. 3 of the Secretary (copy enclosed), section 
99, provides that “The responsibility of determining whether or not a bidder is 
qualified as a manufacturer or as a regular dealer under the Public Contracts 
Act rests in the first instance with the contracting agency.” 

The conclusions submitted with your letter indicate that Wynn Enterprises, 
Inc., “is one of many allied enterprises of its principal, H. D. Wynn,” and “was a 
selling and buying office for the other companies” operated by H. D. Wynn. We 
are advised that the bids responsive to the contracts awarded this firm in 1951, 
1952, and 1953 all gave the plant of Southern Athletic Co. in Knoxville, Tenn., as 
the place of manufacture of the trousers contracted for by the Government. It 
also appears to your committee that Wynn Enterprises, Inc., and Southern 
Athletic Co. during these years were both owned or controlled by H. D. Wynn. 
You have further concluded that Wynn Enterprises, Inc., ‘“‘“except for acquisitions 
consequent upon its recent low bid and award, does not otherwise have any 
tangible corporate properties or maintain any manufacturing facilities. Neither 
does it maintain warehouses or inventories of goods directly for sale to the 
ublic.” 

You will be interested in the following past determinations of the Department. 

Under the Public Contracts Act, the Government requires of a prospective con- 
tractor that before he may be awarded a contract he must show that he is quali- 
fied either as a manufacturer or a regular dealer. The burden of showing such 
qualification is, of course, on the would-be contractor. In the Matter of William 
Messer Corporation, PC—411, June 14, 1950. 

A corporation is not eligible as a manufacturer if it does not own, operate, or 
maintain a factory or other place of production. William Messer Corporation, 
supra; Redtop Milk Co., PC-431, November 30, 1950; Brentwood Radios, Inc., 
PC-553, April 26, 1954; Jahes Handkerchief Corporation, PC—284, September 13, 
1946. 

General supervision by a contractor of the production under a Government 
contract by another does not constitute operation of a factory or a place of pro- 
duction constituting a contractor a manufacturer within the meaning of the act, 
John F. Noble, PC-184, March 29, 1945. Similarly, a contractor not otherwise 
eligible does not gain eligibility as a manufacturer merely by reason of a subcon- 
tract concluded with another company for the production of the goods required 
by the Government contract. Seaboard Engineering Co., Inc., PC—534, October 
28, 1953 ; Paramount Industries, PC-497, October 29, 1953. However, a qualified 
manufacturer is not disqualified merely because it subcontracts Government 
work. See, Comptroller General’s Decision No. B-12338, May 12, 1955. How- 
ever, a Sales agent for one or more manufacturers is not thereby himself a manu- 
facturer. Luther C. Jeffress, d/b/a Luther C. Jeffress Co., PC—600, January 10, 
1956. 

Where two corporations have common officers and are under common owner- 
ship, one eligible to bid and receive contracts and one not, this does not qualify 
the ineligible corporation to bid for and receive contracts subject to the Walsh- 
Healey Act. Alsco Commercial Furniture Co., PC-469, July 16, 1952. 

A person does not qualify as a regular dealer if he does not operate an estab- 
lishment in which commodities of the general character required under the 
Government contract are bought, kept in stock, and sold to the public in the usual 
course of business. “The clear requirement of this definition is that a regular 
dealer must, as a uSual course of business, make sales out of a stock in trade.” 
William Messer Corporation, supra; Redtop Milk Co., supra; Paramount Indus- 
tries, supra; Knickerbocker Foods, PC-465, December 1, 1953; Hauptman, d/b/a 
Nga Co., PC-415, August 30, 1949; Preferred Milk Products, PC-421, May &, 
1950. 

These precedents related to the information supplied by you indicate that Wynn 
Enterprises, Inc., appears to have been qualified as a manufacturer to reeeive the 
contract of November 13, 1956. You state that prior to award in 1956 it leased 
factory space and machinery, procured certain supervisory personnel and deter- 
mined the availability of production and other workers necessary to the manufac- 
ture of the goods called for by the Government contract. As to the earlier con- 
tracts, if the full facts reflect that prior to award Wynn Enterprises, Inc., had not 
perfected arrangements similar to those for the 1956 contract, or did not make 
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sales of the goods called for by such contracts out of stock in trade as a usual 
course of business, W'ynn Enterprises, Inc., would not appear to have met itg 
burden of showing qualifications to reecive such contracts either as a manufac. 
turer or a regular dealer. 

I hope that the comments conveyed above, together with the testimony before 
the subcommittee of Mr. John J. Babe, assistant solicitor, has afforded you the 
information which you have requested in this matter. If I may be of further 
assistance, please call upon me. 

Very truly yours, 
Stuart ROTHMAN, 
Solicitor of Labor. 


May 29, 1957. 
Hon. JAMES P. MITCHELL, 
Secretary of Labor, 
Department of Labor Building, 
Washington, D.C. 


DEAR Mr. SEcRETARY: By letter dated May 29, 1957, sent by your Solicitor, 
Mr. Stuart Rothman, you responded to my inquiry concerning the eligibility of 
Wynn Enterprises, Inc., to receive Government awards under the Walsh-Healey 
Public Contracts Act. You concluded on the basis of the facts which I conveyed 
to you and to the Comptroller General of the United States that for five contracts 
awarded prior to its present contract Wynn Enterprises, Inc., did not appear to 
meet the statutory requirements as to eligibility. 

In the case of the present contract, you concluded that Wynn Enterprises, Inc,, 
appeared to have qualified as a manufacturer, since factory space and machinery 
were leased and certain personnel obtained prior to the date of the award. In 
order that the subcommittee may fully understand the basis of your conclusion, 
further clarification is sought. 

At the time of submitting a bid and for a period thereafter, Wynn Enter. 
prises, Inc., had only two office employees and no manufacturing facilities or 
personnel. The company undertook to acquire facilities and personnel after 
determining that it was the low bidder. If your reasoning is carried through, it 
would follow that any person, regardless of prior experience, can come in and 
bid on a Government contract without ever having maintained a manufacturing 
establishment, and then, if he is the low bidder, proceed to acquire the necessary 
facilities and personnel. Are you contending that under the Walsh-Healey 
Public Contracts Act a would-be manufacturer can establish his qualifications 
for receiving a Government contract between the time of bidding (or the time 
of opening of the bids) and the date of the award? 

To put the question another way, are you contending that a contractor must 
qualify as a manufacturer under the act but not a bidder, so that the relatively 
brief time between the bid and the award can be used to establish the qualifica- 
tions? If you so contend, then what is the meaning of section 201.101 of your 
enclosed general regulations which applies the qualifications of manufacturer 
to a bidder or contractor? 

If the bidder as well as the contractor must meet the requirements of the act 
as far as manufacturing status is concerned, on what possible grounds could Wynn 
Enterprises, Inc. qualify for its award of November 13, 1956? 

Sincerely yours, 
CHET HOLIFTIELpD, 
Chairman, Military Operations Subcommittee, 


Exuipit 5—CorRESPONDENCE BETWEEN THE SMALL Business ADMIN- 
ISTRATION AND THE Miirary OPERATIONS SUBCOMMITTEE 


May 2, 1957. 
Hon. WENDELL B. BARNES, 


Administrator, Small Business Administration, 
Washington 25, D. C. 

DeaR Mr. Barnes: As you know, the Military Operations Subcommittee has 
had under inquiry military clothing contracts awarded to Wynn Enterprises, Inc. 
and associated companies. In the course of this inquiry I submitted to the 
Comptroller General of the United States certain questions by letter dated 
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March 12, 1957 concerning procurement and contract procedures. The Comp- 
troller General’s response to this inquiry is dated April 2, 1957. Copies of the 
interchange are submitted for your information. 

Your attention is directed particularly to question 4 of my inquiry, appearing 
at page 19 of my letter, and the Comptroller General’s response thereto appearing 
at pages 5 and 6 of this letter. This question and answer is of concern to your 
agency. 

The subcommittee intends to prepare a report of this investigation. In the 
meantime I have advised the Comptroller General that any action he may care 
to take in this area will not interfere with the subcommittee’s investigation. 

Sincerely yours, 
CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee. 
Enclosures. 


Exuisir 6—CorrESPONDENCE Between W. L. Amprose, JR., Knox- 
VILLE, TENN., AND THE MILITARY OPERATIONS SUBCOMMITTEE 


AMBROSE & WILSON, 


Knooville, Tenn., April 17, 1957. 
Hon. CHEet HoLiriep, M. C., 


House Office Building, Washington, D. C. 

Deak Mr. HOLIFIELD: I understand that the staff of your subcommittee on 
Military Affairs submitted to the Comptroller General a letter to which the 
Comptroller General replied, and that this letter contains a lengthy inquiry di- 
rected to the General Accounting Office concerning the Wynn companies. I 
understand that copies of your committee’s letter and the reply have been made 
available to other persons, and I am wondering if your committee would be kind 
enough to mail a copy of each of these letters to me at the above address. 

It was necessary that I leave Washington rather abruptly and before the end 
of the hearing, but I would like to say to you personally that both Mr. Wynn 
and myself appreciate the courteous way in which you treated us. 

My kindest personal regards. 

Yours very truly, 
W. L. AMBROSE, Jr. 


Aprit 19, 1957. 
Mr. W. L. AMBROSE, Jr., 
Attorney at Law, 
Knooville, Tenn. 


Deak Mr. AMBROSE: In accordance with your request to Congressman Holi- 
field dated April 17, 1957, I am enclosing copies of the letters of interchange with 
the Comptroller General concerning the Wynn companies. 

In a separate letter of this date addressed to you in care of Southern Athletic 
Co. certain information was requested to supplement the testimony at the hear- 
ing. A prompt reply will be greatly appreciated. 

Sincerely yours, 
HERBERT ROBACK, 
Staff Director. 
Enclosures. 


Aprin 19, 1957. 
Mr. W. L. Amprosr, Jr., 
Southern Athictic Co., Knorville, Tenn. 

Dear Mr. AmBrosE: During the recent hearings held by this subcommittee, 
certain additional information was requested. It would be greatly appreciated 
if you would furnish to the subcommittee answers to the following questions, 
With an affidavit attesting to the correctness of the answers: 

(1) In what companies do Mr. H. D. Wynn’s wife, children, and relatives 
have stock or other ownership? Show for each such company the percentage 
of ownership of each person. 

(2) Who are the officers and directors of the following companies? Show 
the corporate positions of the officers and directors for the years 1951 to date: 

Southern Athletic Co., Inc. 
Salvage Co. of Tennessee 
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Majorette Sportswear Co. 

The Emporium Corp. 

Hall-Tate Manufacturing Co. 
Wynn Enterprises, Inc. 
Southern Aviation Manufacturing Co. 
Southern Sportswear Co. 
Centre Manufacturing Co. 
Florida Athletic Co., Inc. 

T. & W. Manufacturing Co., Inc. 
M. D. Hays Manufacturing Co. 
Wynko Manufacturing Co., Ine. 
A. & T. Realty Co. 
Southeastern Trucklines 

Time, Ince. 

Alabama Shirt & Trouser Co. 
Southern Creation Co. 
Chiclecraft, Inc. 

(3) From which companies does Mr. H. D. Wynn receive compensation? Show 
the nature of the compensation, whether stock dividends, salary, drawing 
account, commission, or other? 

(4) What companies in which Mr. H. D. Wynn had ownership or other interest 
were dissolved, liquidated or declared defunct since 1951? 

(5) In the case of each Government contract received by Wynn Enterprises, 
Ine. since 1951, were Government payments on the contract made directly to 
that company? Do the books of Wynn Enterprises, Inc. show a profit or loss 
in the performance of each said contract? 

(6) Has Wynn Enterprises, Inc. received any payments for use by another 
company of machinery owned by Wynn Enterprises, Inc.? If so, what amounts? 
From whom? In what years? 

(7) Has Wynn Enterprises, Inc. paid any rental for the storage or main- 
tenance of machinery owned by it? If so, what amounts? To whom? In what 
years? 

(8) Where has the equipment owned by Wynn Enterprises, Inc. been located 
during the years 1951 through 1956? 

(9) In what year was the machinery owned by Wynn Enterprises, Inc. finally 
depreciated in full? What was the rate of depreciation? What rental charges 
were made for use of this machinery after depreciation? 

(10) For each Government contract received by Wynn Enterprises, Inc. were 
lease or purchase agreements executed for the use of equipment or facilities in 
performing these contracts? If so, furnish copies of these agreements. 

(11) What property did Mrs. Robert Tripp Ross buy in Knoxville in April 
1956? 

(12) Has Wynn Enterprises, Inc. registered as a manufacturing corporation 
with the State of Tennessee? If so, give the date. 

(18) What was Mrs. Ross’ yearly salary from Wynn Enterprises, Inc. for each 
year since 1951? 

(14) On what date did Mr. H. D. Wynn cease acting as president and/or 
director of Majorette Sportswear Co.? 

(15) Did Salvage Co. of Tennessee lease or purchase any equipment or 
facilities from Southern Athletic Co. or any other Wynn company since 1951? 
If so, furnish copies of such lease or purchase agreements. 

(16) Have any of the costs of any yacht or boat, house or airplane been 
charged off to any Government contract performed by any Wynn company? 
If so, in what amounts? In what years? 

(17) What is the total dollar volume of Government business done by Wynn 
companies since 1951? 

(18) To Mr. Wynn’s knowledge, what large clothing companies have bid on 
Government procurements in a recent period? 

Sincerely yours, 
HERBERT ROBACK, 
Staff Director. 
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AMBROSE & WILSON, 
Knoaville, Tenn., April 24, 1957. 
Mr. Hersert Ropack, 
Staff Director, Military Operations Subcommittee, 
House Office Building, Washington, D. C. 


DeaR Mr. Rosacx: I have your three-page letter of April 19, requesting infor- 
mation on some 18 different questions concerning some 19 different corporations. 
I have been covered up since returning from Washington and very pressed for 
time, but I will proceed as expeditiously as I can to get you the requested infor- 
mation. 

My very kindest regards. 

Yours very truly, 


W. L. Amsrose, Jr. 


AMBROSE & WILSON, 


Knoaville, Tenn., May 3, 1957. 
Mr. Hersert RoBACK, 


Staff Director, Military Operations Subcommittee, 
House Office Building, Washington, D. C. 


DEAR Mr. RoBack: My client and I have conferred at great length concerning 
the 18-part letter from you received April 20. The list is only partially completed, 
and we shall advise you further at a later date. 

Very truly yours, 


W. L. Amsrose, Jr. 


AMBROSE & WILSON, 
Knooville, Tenn., May 20, 1957. 
MmITARY OPERATIONS SUBCOMMITTEE, 
Committee on Government Operations, 
House Office Building, Washington, D. C. 
(Attention: Mr. Herbert Roback, Staff Director.) 


GENTLEMEN: I will try to answer as many of the inquiries contained in the 
letter from Mr. Roback, dated April 19, 1957, as I can. A great deal of the infor- 
mation herein contained has been obtained by me through oral contacts, and as 
far as I am concerned is hearsay, and I am unable to make a sworn statement on 
this subject, and indeed I did not understand that the chairman of the committee 
expected such. 

I will, however, endeavor to the best of my ability to enlighten the committee 
with regard to the questions propounded except in such cases as they appear to 
be entirely beyond the scope of the inquiry or beyond my power to obtain infor- 
mation. 

(1) I find that Mrs. H. D. Wynn and her two children are owners of stock in 
the following companies in the following percentages: 


Percent 
meres AER etic O00... TaN scanssscenicntinciescnisicnattcspatadsclbea alain ttt. ipiciaminihe. ell About 22 
Dee COMDENY OF  TONMMOSNCC sis snc ncecudniccstiomabicmmusseual About 70 
Beene Roorhaweer Os ticnsicndisisnchibbilindiedn winked dusiisiolihh et 48 
SOENEEND CSOT Da os in ech och ea ed teenie EE bl crete eee 30 
Hall-Tate Manufacturing Co. (approximately )_.......________-____-_----- 30 


Wynn Enterprises, Inc. (this is in the record and I do not have the informa- 
tion ) 


m_eaness. Aviation Manufactaring O@.ciicks a desde tin 75 
Southern Sportswear Co, (this is not a corporation but a partnership) — ----~ 90 
ENO BERTULRCEUTII TOO acces ci cccpsssinitnnstli catchall pean tii ciara 0 
Mae, AG lethe «OO, ERC rile paints baste eilenstesbacat hele ti tienda laien itealbdalabaabhate 50 
me W. Manufacturing. Otins-iea—casccenasacaebiasitictiiete silenced 25 


M. D. Hays Manufacturing Co. (To the best of my knowledge there is no 
such company.) 

Wynko Manufacturing Co., Inc. (defunct) ---..--..-..--..---.-------.-- 0 

Be he. RODRIG 1 Ora cit acne tasantiehdcenmpestiininelan tients dnbeinadada deeb ail nie aattelpgee 100 

Alabama Shirt & Trouser Co. (Have no information and do not think 
they ever had any interest; to the best of my knowledge this company has 
been defunct since shortly after World War II. I have never had any con- 
nection with it that I recollect.) 

Southern Creation Co. (No such company.) 

Chiclecraft, Inc. (insolvent) 
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I would be unable to advise as to Mr. Wynn’s “relatives.” 
acquainted with only a few of them. 

As far as I can find, the following is the information on the officers and directors 
of the companies which you mentioned : 

Southern Athletic Co.: The directors of this company for the period mentioned 
have been: H. D. Wynn, U. EB. Neas, W. L. Ambrose, Jr. 

The officers have been H. D. Wynn, president and treasurer; W. L. Ambrose, 
Jr., vice president ; U. BD. Neas, secretary. 

Mr. Robert Tripp Ross was a vice president from May 21, 1951, to February 
21, 1952. Mr. M. D. Hays was a vice president from May 21, 1951, to February 
6, 1955. 

Salvage Company of Tennessee: This company, which has done practically no 
business through the years, was organized in 1944. The directors were listed as 
H. D. Wynn, U. B. Neas, W. R. Wynn, up until April 1954, when M. D. Hays, 8B. 
W. Miller, W. R. Miller were elected directors. M. D. Hayes resigned prior to 
the January 1956 meeting and the directors elected were and still remain H, D, 
Wynn, U. EB. Neas, Virginia Heinz. 

The original officers were: H. D. Wynn, president and treasurer; W. R. Wynn, 
vice president ; U. BD. Neas, secretary. 

In 1945, E. W. Miller became secretary, and the officers remained the same 
until 1951, when U. BE. Neas was elected secretary. In April 1954, H. D. Wynn 
resigned as president, treasurer and director, and the officers elected were M. D, 
Hays, president; C. W. Ross, vice president; W. R. Miller, treasurer; E. W., 
Miller, secretary. 

In January of 1956, the officers elected were H. D. Wynn, president and treas- 
urer; Virginia Heinz, vice president ; U. E. Neas, secretary. 

In July 1956, H. D. Wynn, Virginia Heinz, and U. E. Neas were elected 
directors to serve until their successors are qualified, and the officers elected were 
H. D. Wynn, president and treasurer; Virginia Heinz, vice president; U. E. Neas, 
secretary. 

Majorette Sportswear Co.: In 1951, the directors were E. W. Miller, W. R. 
Miller, H. D. Wynn and remained the same until April 1954, when E. W. Miller, 
W.R. Miller, W. L. Ambrose, Jr., became directors. 

In January 1957, the directors elected were W. R. Miller, Aileen D. Miller, E. W. 
Miller. 

In 1951, the officers of this company were H. D. Wynn, president; E. W. Miller, 
vice president; W. L. Ambrose, Jr., secretary; W. R. Miller, treasurer; Virginia 
Heinz, assistant treasurer. 

In April 1954, E. W. Miller was elected president in lieu of H. D. Wynn; R. B. 
Miller, vice president; W. R. Miller, treasurer, and W. L. Ambrose, Jr., secre 
tary. In February 1957, the officers elected were W. R. Miller, president; Aileen 
D. Miller, vice president; E. W. Miller, secretary and treasurer. 

The Emporium Corp.: The officers of this company since the acquisition of the 
stock have been H. W. Tate, president; H. D. Wynn, treasurer; E. E. Rule, 
secretary. 

The same persons have served as directors for the entire time. This company 
owns and leases real estate. 

Hall-Tate Manufacturing Co.: In 1951, the directors of Hall-Tate Manufac- 
turing Co. were H. W. Tate, H. D. Wynn, E. E. Rule. 

In June of 1951, the directorate was changed to H. W. Tate, E. E. Rule, E. K. 
Rice. 

In January 1952, the directorate was changed to H. W. Tate, H. D. Wynn, 
BD. E. Rule. 

In January 1954, the directorate was changed to H. W. Tate, E. K. Rice, EB. E. 
Rule, which situation has. continued to date. 

The officers of Hall-Tate Manufacturing Co. in 1951 were H. D. Wynn, presi- 
dent; H. W. Tate, vice president, treasurer, and general manager; E. E. Rule, 
secretary. 

In June of 1951, H. D. Wynn resigned and the officers became H. W. Tate, 
president, treasurer, and general manager; EB. K. Rice, vice president; B. BD. Rule, 
secretary. These officers served until January 1953, when H. D. Wynn was elected 
a vice president in addition. Mr. Wynn failed to be reelected in 1954, and the 
officers of this company have continued the same since. This company has 
conducted no manufacturing operations since 1954. 

Wynn Enterprises, Inc.: The committee is in possession of full information on 
this company which is a New York corporation and which the writer knows little 
about. 
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Southern Aviation Manufacturing Co.: This company was organized in 1956, 
the original directors being H. D. Wynn, Virginia Heinz, U. E. Neas; likewise 
these parties are president and treasurer, vice president and secretary, respec- 
tively. The personnel remains the same to date. 

Southern Sportswear Co.: This is a partnership owned by Mr. Wynn, his 
wife and two children, and he is the managing partner. 

Centre Manufacturing Co.: This corporation was organized in January 1952. 
The original directors were H. D. Wynn, M. D. Hays, W. L. Ambrose, Jr. 

In 1953, the directors elected were M. D. Hays, Virginia Heinz, W. L. Am- 
prose, Jr. 

In June 1956, the directors elected were M. D. Hays, Brown Dotson, W. L. 
Ambrose, Jr., and they are the directors today. 

The original officers of Centre Manufacturing Co. were M. D. Hays, president ; 
Virginia Heinz, vice president and treasurer; W. L. Ambrose, Jr., secretary. 

These officers served until June 1956, when the following were elected, M. D. 
Hays, president and treasurer; Brown Dotson, vice president; W. L. Ambrose, 
jr. secretary; Carol Naugher, assistant secretary, and they are the officers 
today. 

Fiprida Athletic Co., Inc.: The writer has had nothing whatsoever to do with 
Florida Athletic Co. since 1954, when he severed all relations with them, and 
if you desire to question someone there we suggest you contact Mr. W. R. Wynn, 
care of Florida Athletic Co., Gainesville, Fla. 

T. & W. Manufacturing Co.: For the years 1951 through 1953, the directors 
were: H. W. Tate, H. D. Wynn, E. B. Rule. 

From 1954, the directors have been: H. W. Tate, R. B. Miller, BE. E. Rule. 

For 1951, 1952, and 1953, the officers were: H. W. Tate, president and treas- 
urer; H. D. Wynn, vice president; R. B. Miller, vice president, BE. E. Rule, 
secretary. 

Since that time the officers have been: H. W. Tate, president and treasurer ; 
R. B. Miller, vice president ; BE. E. Rule, secretary. 

M. D. Hays Manufacturing Co. : There is no such company. 

Wynko Manufacturing Co., Ine. (defunct) : Organized about the Ist of January 
1955, the original directors were: H. D. Wynn, M. D. Hays, Robert J. Kohn. 

Original officers: Robert J. Kohn, president; H. D. Wynn, vice president; M. 
D. Hays, secretary and treasurer. 

Principal office was at 175 Main Street, White Plains, N. Y¥. My records show 
no change. 

A. & T. Realty Co.: This is a corporation that was formed in Alabama to 
buy an old apartment house from Tennessee Valley Authority, and all the stock 
is owned by the two Wynn children. I do not know who the directors and 
officers were in this company. 

Southeastern Truck Lines: My only information is hearsay that Mr. Wynn 
joined with Mr. Shade Murray in Nashville and acquired stock in Southeastern 
Truck Lines, which I understand has been dissolved and its assets sold to Time, 
Inc., and I do not even know the name or address of any officers in that company. 
Its office is somewhere in Texas—Dallas, I believe. 

Alabama Shirt & Trouser Co.: Have no information whatsoever. 

Southern Creation Co.: No such company. 

Chiclecraft, Inc.: The last minutes of this company show the directors to be: 
Shade Murray, H. W. Tate, H. D. Wynn, W. L. Ambrose, Jr. 

These minutes were written in 1954, and nothing has been done by me about 
the corporation since that time, except that I know it is hopelessly insolvent. 
The officers were: E. P. Parkhurst, president ; H. D. Wynn, vice president ; H. W. 
Tate, treasurer; W. L. Ambrose, Jr., secretary. 

None of us have functioned as such for 3 years. This is the company that 
tried to make chewing gum and got a little gummed up. 

(3) T have no connection with, control over, or knowledge of salaries or in- 
come of H. D. Wynn and can only say that he has drawn salaries and probably 
on occasions Some commissions or profit-sharing arrangements with some of the 
companies. You have his income-tax returns before you, and that is far better 
evidence than anything I can give you or that Mr. Wynn could. 

(4) As I recall now, the only companies that have gone the drain in the last 
6 years are Appalachian Mining & Smelting Co., Wynko, and Chiclecraft. We 
have had no formal bankruptcy or insolvency proceedings. They have just be- 
come insolvent. 

(5) I have no information and there is no information in Knoxville that I 


know of about Wynn Enterprises’ affairs, the books of which I understand you 
have carefully examined. 
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(6) No knowledge except as you have found on their books. 
(7) Ditto. 
(8) This question was answered at the hearing by Mrs. Ross and Mr. Wynn. 

(9) This is a question you will have to submit to the auditors and bookkeep. 
ers of Wynn Enterprises, which I understand you have already done. 
re Have no information; believe quartermaster witnesses testified about 
this. 

(11) Have not the least idea. 

(12) We know of no basis for submitting this question, as this is entirely a 
matter of interest to the State of Tennessee. 

(18) You have taken this from the books of Wynn Enterprises, and I have no 
reason to believe they are not correct. 

(14) So answer to (2) above. 

(15) Know of no written agreement and doubt seriously if any occurred, 
The writer’s recollection is that Salvage Co. has done practically no business 
except two small Government contracts some years ago. 

(16) I do not understand this question, but from discussion with the auditor 
would say, “No.” 

(17) This figure was presented to the committee by the Government in its 
testimony. 

(18) Iam advised by Mr. Wynn that some of the large companies that have bid 
on Government clothing procurement recently are: Merritt Clothing Co.; Hard- 
wick Woolen Mills ; Sigman Eisner ; Reliance Manufacturing Co. ; Southern Manu- 
facturing Co.; Albert Turner Manufacturing Co, New York City; Progressive 
Coat & Apron Co., Philadelphia, Pa.; A. L. Greenberg Co., Philadelphia, Pa.; 
Wilson Athletic Co., Philadelphia, Pa.; Rawlings Manufacturing Co., St. Louis, 
Mo.; Samuel Coane, Philadelphia, Pa.; Leopold Morse Tailoring Co., Boston, 
Mass. ; Dexter Clothes, New York, N. Y.; Fashion Parke, Rochester, N. Y.; Happ 
Bros., Macon, Ga.; Hy-Grade Clothing Co., Boston, Mass.; Lackawanna Pants 
Manufacturing Co., Scranton, Pa.; L. W. Foster Sportswear, Philadelphia, Pa.; 
Oberman Manufacturing Co., Handmacher-Vogel, New York City. 

Yours very truly, 
W. L. AMBROSE, Jr. 


May 23, 1957, 
Mr. W. L. AMBROSE, Jr., 


Attorney at Law, Knoaville, Tenn. 


DearR Mr. AmBprose: At the subcommittee hearings you pledged to furnish 
certain information requested by the subcommittee members or staff and under- 
took to act in this capacity for Mr. Wynn and Mrs. Ross. You acted as counsel 
for these two witnesses at the hearing and in addition you have certain corporate 
responsibilities with companies owned or controlled by Mr. Wynn. 

The material that you sent in response to the subcommittee’s request for addi- 
tional information is hardly responsive. As an experienced lawyer you should 
know that. It is also somewhat presumptuous for you to tell the subcommittee 
that some of these questions were answered in the hearings or that the subcom- 
mittee has no right to inquire in certain respects, or that the subcommittee should 
look elsewhere for the information. 

The hearing at which the information was requested occurred on April 8. A 
followup letter was submitted by the staff on April 19. You replied on May 3 
that you were consulting with Mr. Wynn about the matter and finally your letter 
came on May 22, 1957. Thus you had 114 months to assemble the requested 
information. 

I am going to ask you to make another effort to respond to the subcommittee’s 
questions. In the event information is completely lacking, please so state. Most 
of the information should be readily available from the various company books 
or records. I am sure it would be much easier for you to get us this information 
than for the subcommittee to issue a subpena duces tecum. The reason for 
requesting the information in affidavit form is to give it the same status as the 
sworn testimony at the hearings as to credibility and responsibility of the wit- 
ness. Therefore I renew the request that you supply the information requested 
and attest to its truthfulness. 

Sincerely yours, 
Cuet HO.Lirierp, 
Chairman, Military Operations Subcommittee. 
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AMBROSE & WILSON, 
Knocville, Tenn., May 30, 1957. 
Hon. CHET HOoLirie.p, 
Chairman, Military Operations Subcommittee, Committee on Government 
Operations, House Office Building, Washington, D.C. 

Dear Mr. Houir1etp: Mr. Wynn has been out of town and I have been unable 
to reply to your letter of April 19 until I had an opportunity to confer with him. 
Unfortunately I have to leave town this morning and have had only a brief con- 
yersation with him. 

There is certainly no intention on my part of evading the answering of ques- 
tions which I can obtain the answers for as Mr. Wynn’s attorney. However, I 
will assure you that I have no way of getting information from Wynn Enter- 
prises. If I conveyed the impression to you at the hearing that I could, I certainly 
want to apologize. It is my best recollection that Mrs. Ross has never replied 
to any letter I ever wrote her. The questions contained in Mr. Roback’s letter 
about Wynn Enterprises should be directed to the New York office. 

I do not think that I have the right nor authority as attorney for various of 
these companies and individuals to testify before your committee. The privilege 
of the witness was to a limited extent waived for convenience at the hearing on 
afew specific subjects, but there was no intention that I became a general witness. 

With these observations in view, if Mr. Roback desires to address some other 
specific inquiries to me I will ascertain if I am able to answer them and advise. 

With my assurances of my respect for your office and person, I am 

Yours very truly, 
W. L. Amprose, Jr. 


Exuipir 7—PHILADELPHIA QUARTERMASTER Drrpor MANUAL OF 
Po.icres AND PROCEDURES 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE QUARTERMASTER GENERAL, 


Washington, D. C., March 27, 1957. 
Mr. Fart MorGAan, 


Staff, Military Operations Subcommittee, 
Government Operations Committee, House of Representatives. 
Dear Mr. Morcan: In accordance with your recent telephone request a copy of 
the current procedure used at the Military Clothing and Textile Supply Agency 


in connection with the maintenance of contractor’s performance record is 
enclosed. 


Sincerely yours, 
Maovrice L. PARADIS, 
Office of the General Counsel. 


PHILADELPHIA QUARTERMASTER DEPOT MANUAL OF POLICIES AND 
AND PROCEDURES 

JANUARY 3, 1956. 

From: Procedures Staff, Purchasing Division. 

Subject: Contractor’s Performance Record, PQMD Form 6671 

To: NYQMPA Procedure HF-8, “Contractor and Item Records,” January 8, 1952 

Reference: PQMD Procedures HF-7 and HF-8 


SecTION I—PuRPOsE 


To set forth the administrative actions required to initiate and maintain 
PQMD Form 6671, “Contractor’s Performance Record,” in order to have a his- 
torical record of contractors’ past performance and assist in making of new 
awards. 


Section II—Scope 


PQMD Form 6671 will be initiated and maintained by every Commodity 
Branch with the exception of the Local Purchase Branch, for all contractors to 
whom a contract is awarded by PQMD. 
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Section III—GENERAL 


1. PQMD Form 6671 will be maintained alphabetically by contractor’s name. 

2. When a Contractor’s Performance Record card is initiated by a branch for 
a new contractor, the cards in the other branches will be checked to determine 
whether the contractor has received awards for other commodities. Where it is 
known that the contractor is not concerned with commodities purchased by the 
other Branches, such check need not be made. 

3. Each branch will maintain a Contractor’s Performance Record Card, cross- 
referenced to the card maintained in other Commodity Branches for the same 
contractor. 

Section IV—RESPONSIBILITY 


1. The Contracting Officer is responsible for : 

a. Currency of the information posted on PQMD Form 6671. 

b. Use as required in determination of procurement actions such as award, 
acceptance of deviations, terminations, etc. 

2. The Purchasing Agent is responsible for : 

a. Initiation of PQMD Form 6671 for each new contractor. 

b. Posting of pre-award and award information. 

c. Review of form prior to award to determine contractor's past record of 
performance on Government contracts and recency of credit and plant survey 
data. 

3. The Contract Administrator is responsible for : 

a. Entering post-award information on Contractor’s Performance Record. 

b. Maintaining posting of deliveries made, delinquency status and deviations 
on open contracts. 

SEcTION V—PROCEDURE 


A. INITIATION AND MAINTENANCE OF CONTRACTOR'S PERFORMANCE RECORD 


Purchasing agent 

1. Initiates PQMD Form 6671: 

a. For each contractor who’ receives one or more individual awards, regardless 
of dollar value. 

b. For each subcontractor unless PQMD Form 6671 has been initiated for him 
as a prime contractor.’ 

2. Determines whether there is a Contractor’s Performance Record for the 
supplier in another branch and if so, indicates in bottom of box for “Contractor” 
applicable Commodity Branch. 

3. Completes header information on PQMD Form 6671: 

a. Contractor (name and office address). 

b. Type of Business—Obtained from signed bid or proposal. 

ce. Bidder’s List Code Number—Codes for lists of items purchased on which 
bidder’s name appears. If not known, may be obtained from Master Bidder’s 
List in Bid Section. 

d. Regular Dealer—Manufacturer—Indicate in accordance with definition in 
ASPR and APP 1-201.9 and as indicated by bidder on bid/proposal. 

e. Planned Producer—As indicated by Industrial Mobilization Office and/or 
bid/proposal. 

f. Credit Rating: 

(1) Description—Satisfactory or unsatisfactory and/or credit rating. 

(2) Source—Financial survey, credit reference, bank report or other 
source, as set forth in PQMD Procedure HF-7, “Pre-Award Financial and 
Accounting System Surveys.” 

(3) Date financial survey made or other financial information received. 

g. Latest Plant Survey—Data obtained from report submitted by Industrial 
Mobilization Office, in accordance with PQMD Procedure HF-8, “Pre-Award 
Plant Survey.” 

. Upon award of contract, completes other columns as follows: 
O. I. Number. 

. QM Number. 

Award date—date shown on contract. 

. Plant(s)—Where the item(s) will be produced. 

F. 0. B.—“O” for origin or “D” for destination. 

. Formal/Neg—‘¥” for formal advertising, “N” for negotiation. 


roa om 


1 This indicates change since last publication. 
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g. Item (Stock/Class Number and Nomenclature), FSN or QIC Number. If 
item is planned item, nomenclature should be asterisked. 

h. Contract quantity—Total number of the item(s) awarded under the con- 
tract. 

i. Unit of measure. 

j. Unit price for each item or groups of items. 

k. Total Dollar Value of contract. 

l. Delivery—Scheduled monthly deliveries under the contract placed in upper 
pox. If the contract is modified changing the delivery schedule, the schedule 
will be corrected accordingly. 

5. If a prime’ contractor is performing as a subcontractor, completes follow- 
ing on PQMD Form 6671 initiated for him.’ 

a. O. I. Number (prime contractor’s). 

b. QM Number. 

ce. Award date. 

d. Plant in which work is being performed. 

6. Indicates “Sub-Contractor” and name of prime contractor across top of 
blocks covered in sub-paragraphs a—d above. 

Contract Administrator 

7. As the contract progresses, enters post-award information indicating the 
following : 

a. Monthly deliveries made by contractor, in accordance with PAR. 

b. Delinquent deliveries to be posted in red or other distinguishable manner. 

8. Complete reverse of PQMD Form 6671 when applicable, indicating : 

a. Delinquency Code Number—The cause for all delinquencies will be indi- 
cated in one block, by code as shown on the Item Delinquency Report, for the 
delivery given on the face of the form in red, for the particular O. I. Number and 
QM Number. 

b. Total number of deviations accepted or returned against the particular 
contract. 

ce. Buyer’s name—Purchasing Agent or Contract Administrator responsible 
for the posting. 





Purchasing agent/contract administrator 


9. “Remarks’—Records any unusual action taken in connection with the con- 
tractor, that is, bid is rejected because of previous poor performance, lack of 
equipment or finances, problems in connection with GFP, responsibility for devia- 
tions, delinquences, terminations for default, etc. Indicates contractor’s perform- 
ance rating from the Contract Completion Report and date of contract completion. 


B. USE OF CONTRACTOR’S PERFORMANCE RECORD IN REQUESTING PRE-AWARD 
FINANCIAL AND PLANT SURVEYS 


Purchasing agent 


1. Reviews PQMD Form 6671 and insures that posting is complete. 

2. If any of the header information appears incomplete, brings up to date. 

3. Where contract information appears incomplete, i. e., deliveries against con- 
tract, refers to Contract Administrator for posting of current information. 

4, Where card indicates (in contractor’s box) a cross-reference to another 
Branch, coordinates for inclusion of current data on record being used. 

5. Upon receipt of reports of preaward plant and/or financial surveys, indi- 
cates dates of surveys and reported results as “Satisfactory” or “Unsatisfactory.” 
(Where card cross-referenced, has information noted on cross reference card.) 


Contracting officer 


6. Annotates Contractor’s Performance Record accordingly under “Remarks” 
and submits a report on the finding through the Chief of Branch to Chief, Pur- 
chasing Division, if a contract is awarded on the basis of information received in 
the pre-award survey, and it is determined at a later date during the course of 
the contract that either the contractor’s plant production or financial capacity is 
not in accordance with the facts set forth in the survey. 

ALFRED M. Koster, 
Colonel, QMC, 
Chief, Purchasing Division. 





?This indicates change since last publication. 
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Exuisir 8.—AppITIONAL INFORMATION FURNISHED THE MILITARY 
OPERATIONS SUBCOMMITTEE RE WyNN ENtTerpriseEs, INc. 


OFFICE OF THE GENERAL COUNSEL, 
May 24, 1957. 
Mr. Eart MORGAN, 
Staff Member, Military Operations Subcommittee, 
Government Operations Committee, House of Representatives. 

Deak Mr. Morcan: In accordance with your telephonic requests the following 
information is submitted in regard to the investigation conducted by the Military 
Operations Subcommittee of the House Government Operations Committee in re- 
gard to the contracts awarded to Wynn Enterprises, Inc., and their affiliated 
companies. 

A review of the files of the contracts awarded to Wynn Enterprises, Inc., prior 
to QM 8923 and since January 1, 1951, fails to reveal any evidence of a formal 
subcontract or lease agreement between that firm and its producing facility. 

There is inclosed a tabulation of the contracts awarded to Wynn Enterprises, 
Inc., and its affiliated firms since January 1, 1951, to date setting out the contract 
number, the quantity of units to be produced, and the facilities at which the con- 
tract was or is being performed. There is also enclosed a copy of the abstract of 
bids received in response to IB No. TAP 30-352-53-292 issued on February 26, 
1953, which you have requested and which was previously submitted to the 
Senate Permanent Subcommittee on Investigations. 

You have also requested verification of the fact that Matlock D. Hays signed 
a bid for the Southern Athletic Co. as vice president under which bid that firm 
received contract No. DA 11-009-QM-451 dated June 16, 1950. This office is 
unable to verify these facts since the contract file has been destroyed in accord- 
ance with applicable procedures. 

The MC&TSA chart regarding procurement and inspection costs in clothing 
contracts which the committee requested during the hearings on April 11, 1957, is 
also enclosed. The documents which you requested pertaining to IB numbers 
387, 319, 395, 402, and 691 will be furnished to you as soon as possible along with 
copies of the contract status reports on QM 8923. 

Sincerely yours, 
(Signed) Maurice L. PARapts. 


Location of producing facilities 





Firm Contract No. Quantity Plant location 
Centre Manufacturing Co., Inc...| TA P-205 200,000 | Centre Manufacturing Co., Centre, 
Ala. 
TA P-2403_....- 125, 000 | 53,300, Centre Manufacturing Co, 


Centre, Ala.; 71,700, Stapleton 
Garment Co,, Stapleton, Ga. 











| QM 6742__.._.-- 40,000 | Centre Manufacturing Co., Centre, 
| Ala. 
| QM 8140___-_.--| 90, 000 | 43,190, Selma Garment Co., Selma, 
Ala.; 46,810, Stapleton Garment Co, 
| | Stapleton, Ga. 
QM 8323....-... 75, 210 | Centre Manufacturing Co., Centre, 
| Ala. 
QM 8843________| 75, 000 Do. 
Florida Athletic Co., Inc.....--.- TAP iis. 33 174,775 | Southern Athletic Co., Knoxville, 
| | | Tenn. 
| TAP 1781_..-.-| 71,800 | Florida Athletic Co., Gainesville, Fla. 
TAP 1789___..-- 104, 600 | Do. 
Majorette Sportswear Co., Inc....| QM 15818_.__--- 336, 180 | 1021 White Ave., Knoxville, Tenn. 
QM 15821.....-- 200,000 | Southern Athletic, Knoxville, Tenn. 
QM _ 20853... ..-- 106, 497 | 1021 White Ave., Knoxville, Tenn. 
Ee SUE. oenes 84, 500 | 20,000 Southern Athletic, Knoxville, 
Tenn.; 64,500 Southern Sportswear, 
Centerville, Tenn. 
Salvage Company of Tenn., Inc..| QM 23490__...--. 200, 000 614, llth St., Knoxville, Tenn. 
Southern Athletic Co_._.........- QM 8589..-....- 170, 000 Southern Sportswear, Centerville, 
Tenn. 
QM 10654____..- 75, 000 | a Athletic Co., Knoxville, 
‘enn. 
Gee il7o7......- 80, 000 Do. 
QM 16478_....-- 100, 000 Do. 
QM 21273...-__- 33, 580 Do. : 
QM 22267....<4.. 455, 000 | 69,200, Southern Athletic Co., Knor 
ville, Tenn.; 285,800, ~Southem 
Sportswear, Centerville, Tend; 
100,000, Oberman & Co., Jefferseo 
City, Mo. 
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Location of producing facilities—Continued 


~Con. 


Southern Sportswear Co 


Wynn Enterprise: 


92420 O 


In 


92 
28 


Contract No. 


QM 22493 


| QM 22810 


QM 22977 


QM 23402 


TAP Ill 
TAP 277 
TAP 1769 
QM 4780 
QM S415 
QM 6103 
QM 6424 
QM 6629 
QM 6743 
QM 8316 
QM 8390 


QM 8391 
QM 13749 
QM 21941 
QM 23902 


TAP 278 
rAP 1372 
TAP 1770 


QM 6809 
QM 14912 


QM 14914 
QM 22216 
QM 23493 
TAP 1192 
QM 8923 


Quantity 


25, 000 


148, 000 
75, 000 


50, 000 


48, 520 | 


300, 000 
200, 000 
120, 505 

48, 020 

43, 200 
158, 770 

36, 830 
247, 510 
400, 000 
174, 980 


98, 020 


125, 000 | 


198, 000 
200, 000 


278, 600 
300, 000 
200, 000 


300, 000 
87, 720 


162, 280 
248, 000 
100, 000 
50, 000 
249, 000 


| 


421 


Plant location 


Southern Athletic Co., 


Tenn. 


Knoxville, 


Florida Athletic Co., Gainesville, Fla. 


35,000, Southern Athleti 


c Co., Knox- 


ville, Tenn.; 20,000, Centre Manu- 
facturing Co., Centre, Ala. 20, 000, 


Southern Sportswear, 
Tenn. 


Southern Athletic Co., 


Tenn. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do 
Do. 
Do. 
Do 
Do. 

Southern Sportswear Co 
Tenn. 
Do. 
Do. 
Do. 


Southern Athletic Co., 


Tenn 


Southern Sportswear Co., 


Tenn. 


Southern Athletic Co., 


Tenn. 

Southern Sportswear Co 
Tenn. 
Do 


Southern Athletic Co., 


Tenn. 
Do. 
Do. 
Do. 
Do. 

516 Dale Ave., Knoxville 


Centerville, 


Knoxville, 


, Centerville, 


Knoxville, 
Centerville, 
Knoxville, 


., Centerville, 


Knoxville, 


, Tenn 
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MC and TSA—Cost to procure and inspect clothing,, base period: July 1 throug, 
Dec. 30, 1956 


1) 2 (3) 
Total contracts 3 
Dollar value of contracts ! $62, 640, 47) 
Average contract value ‘ 189, 24 
Cost of contract execution (Purchasing Division)? 159, 1% 
Cost of contract administration (Purchasing Division)? 363, 60 
Cost of inspection 682, 289 
Total 1, 208, 6 

Average cost Average cost 

6month per dollar per contract 

total cost procured col. (1)+ 

." col. (1 331) 


$62,640,471 


From receipt of MIPR to completion of contract, including 
inspection (i. e., contract execution and administration and 


inspection $1, 205, 637 $0. 0192 $3, 642. 4) 


From receipt of MIPR to award of contract (i. e., contract 

execution) 159, 785 0025 482. 74 
From award to completion of contract including inspection 

(i. e., administration and inspection) 1, 045, 852 0167 3, 159. 67 
For contract administration from award to completion, pur- 

chasing only (i. e., administration 363, 600 0058 1, O98, 4 


Inspection costs 


Field inspectors 435, 348 0070 1, 315. % 
Headquarters and general testing labs 246, 904 0039 745.8 
Total inspection 682, 252 2, 061. 18 


Average cost of contract administration per contract per 

month (average length of contract administration, 9 months; 

$1,098+9=$122 122. 0 
Average cost of inspection per contract per month (field in 

spectors only. Chart originally submitted was limited to 

field inspectors on the assumption that a delinquency in- 

volves increased costs essentially only to field inspectors 

(Average length of inspection, 6 months; $1,315+6=$219 219. 
A verage cost of inspection per contract per month (includes all 

costs of inspection) (average length of inspection, 6 months; 

$2,061+6= $343.50 343. 9 


Source: QMC Form 1054, Purchase Activity Report 
2 Source: PQMD Form 6769-2, Monthly Appraisal of Workload and Operating Costs 


NoTE.—Costs include military payroll 


Exuipir 9—SUuMMARY INFORMATION ON PROCUREMENT PROPOSALS 
AFFECTING Various CoMPANIES CONTROLLED BY H. D. Wynn 


Procurement directive: NY 1—0286—00-1-07 (fiscal year 1951) 

Request for proposal No. QM-30—280—51 issued Jan. 3, 1951 

Type of procurement: Negotiated. 

Item and quantity: Jacket, field, without liner, M—1950, 863,975. 

Wynn group award: Southern Athletic Co., Inc., QM-10654 (OI-11887) for 
75,000 units, at $3.53 each. 

1. Successful bidders : 

The P/D file contains NYQMPA Form No. 272, “Summary of proposals” whieh 
is actually a compilation of successful bidders. A copy of the so-called summary 
is attached to this report. On the reverse side of each sheet is listed the name 
and bid prices of all unsuccessful bidders. 

2. Rejection of low bidders: 

(a) Bid of A. C. Sportswear, Inc., Worcester, Mass., bidder No. 106, at unit 
price of $3.50 was rejected on basis of report of plant survey dated January 
23, 1951, by Regional Supervisor M. Carlucci, New York Inspection Branch. The 
recommendation of no award was for following reasons: Poor quality of work 
manship, inexperienced personnel for this item, and lack of necessary equipment 

(b) Bid of Cohen-Fein Co., Wilkes-Barre, Pa., bidder No. 65, at unit price of 
$5.47 was rejected on basis of report of plant survey, dated January 23, 1951, J 
Acting Supervisor John A. Boni, New York Inspection Branch. Recommendt 
tion of no award was made because bidder was working on 150,000 units of the 
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same item under QM 8268 and all facilities were required for completion of that 
contract. . # ; ‘ 

(ec) Bid of Greenstreet, Inc., Chicago, Ill., bidder No. 114, at unit price of 
$3.12%4 domestic pack and $3.22\%4 foreign pack was rejected by Captain Farnell, 
contracting officer, on basis of report from Inspection Branch that bidder was in 
fnancial difficulties and was delinquent on previous award due to inexperienced 
personnel. The report referred to is not in the P/D file and there is no documen- 
tation other than Captain Farnell’s memo to file dated February 12, 1951. The 
p/D file contains a telegram from the bidder dated February 14, 1951, canceling 
its bid. Information is furnished by Cost and Price Analysis Section that it has 
no credit file on this bidder. 

(d) Bid of Regent Shops, Inc., Trenton, N. J., bidder No. 14 rejected as a 
low bidder although its bid at unit price at $3.62 was apparently higher than any 
award made with the exception of award to E. Weinshel & Bros. Co., Milwaukee, 
Wis., bidder No. 84, of 5,000 units at $3.40 each and 2,500 units at $3.70 each. The 
P/D file does not contain an evaluation of bids, and the request for approval 
of awards states that Cost and Price Analysis Section findings are not required. 
The rejection was based on report of plant survey dated January 22, 1951, which 
states that facilities and personnel of this bidder were required for three other 
procurement contracts for a period of time extending beyond the delivery sched- 
ule of this procurement. 

(e) Bid of Franklin Sportswear Co., Newburgh, N. Y. bidder No. 12, at unit 
price of $3.54, was rejected by virtue of being on the bidder’s debarred list at 
the date of this procurement. This has been verified by information received 
from Investigation and Claims Branch, Legal Office. 

8. Evaluation of pertinent bids: 

As stated previoulsy, the P/D file does not contain evaluation of bids, and the 
request for proposals indicate that Cost and Price Analysis Section was not 
requested to furnish such evaluations. Mr. Lauer, of Cost and Price, states that 
all its files for the period covered by this procurement were destroyed. Other 
than as stated in the summary of proposals and request for approval of awards, 
there is no information as to prices and quantities bid. 


Procurement Directive No. NY—1—0145-00-2-07 (fiscal year 1951). 
1/B and date of issuance : QM 30-280—-52-478 issued October 30, 1951. 
Item and quantity: Jacket, filed, shell M—1951, 915,985 each. 
Wynn Group award: Southern Sportswear Co. QM-—23902 OI-9453 : 
50,000 at $2.79. 
50,000 at $2.86. 
50,000, at $2.89 
50,000, at $2.99. 


1. Successful bidders: 


Quantity | Price | Terms 

No. 74. Southern Sportswear Co | 50,000 | $2.79 | 1 percent, 20 days 

Cleared for capacity and award at meeting held with 50, 000 2.86 | 
Colonel Shirley, Mr. Wynn, Mr. Kornbline, and Mr. Dixon 50, 000 | 2. 89 

50, 000 | 2.99 

No. 112. Jules Segal & Co 50, 000 3. 49 Net 

Cleared for capacity and award meeting between 50, 000 3. 54 
Mr. Segal (contractor) Colonel Shirley, Mr. Kornblue, 40, 985 3. 65 


and Mr. Dixon. Reduced from 250,000 (to 140,985), 
based on capacity of subcontractors based on working | 


agreements 

No, 67. A. C. Clothing Manufacturing Co | 100, 000 | 3. 55 Yoo percent, 20 days 
: 50,000 | 3.65 

No. 6. Carter & Churchill 5, 000 3. 55 

No. 4. Howard Manufacturing Co | 30, 000 | 3. 576 | 44 percent 20 days. 
No. 9%. Topton Clothing Co 50, 000 | 3.60 | Moo percent, 20 days 
J 95,000} 3.39 | 

No. 75. Sigmund Eisner Co 20, 000 3.59 | b40 percent, 20 days. 
No. 68. Superba Fashions | 100, 000 | 3.43 L6 percent, 20 days. 
No. 72. Hudson Garment Co 20, 000 | 3. 33 46 percent, 20 days. 
: 15, 000 3. 47 

No. 83. Puritan Sportswear Co 90, 000 3.404 | Mio percent, 20 days 


2. Rejection of low bidders: 
No. 73, Salvage Company of Tennessee : 100,000, at $2.72. 


Bidder rejected in accordance with ASPR 2-406.1. Bidder had no apparent 
capacity to perform and survey recommended no award. The preaward survey 
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related to plant of Majorette Sportswear, 1021 White Avenue, Knoxville, Tenp, 
(Dec. 10, 1951). Inadequacy of equipment. 


(Signed) Sirpney H. Lutruer, Industrial Specialist. 
3. Evaluation of pertinent bids: 
(a) (Wynn bid(s)): 
No. 73, Salvage Company of Tennessee. 
No. 74, Southern Sportswear. 


TE l aoa . $a 


Auburn Schenectady 
| 


—. 





tol 
No. 73..-.- Late ROMInk —sgED $2.7 $2. 6928 | $2. 93645 | $2. 791% 
No. 74 : : 2.79 2. 7621 | 3. 00575 | 2. 86104 
2. 86 | 2. 8314 | 3. 07505 2. 930% 
2.89 2.8611 | 3. 10475 2. 96040 
| 2.99 2. 9601 | 3. 20375 3. 05904 
(b) Rejected low bidders: See paragraphs 2 and 3 (a) above. 
(c) Highest award: 
No. 112. Jules Segal: 40,985, at $3.65. 
No. 67. A. C. Clothing: 50,000, at $3.65. 
Gross price Net price Auburn Schenectady 
No. 67...-- “— $3. 65 $3. 649 | $3. 89571 $3. 72411 
No. 112. -_.. 3. 65 3. 65 3. 89644 3. 72484 
! 
(d@) Apparent low bidder: 
No. 69. Metro Coat & Suit. 
No. 58. Maimon & Sons. 
| Gross price Net price Auburn Schenectady 
———— - — ~ —_ — aoomee | eee — Dickie tim _ ~ ee 
No. 69 $3. 69 | $3. 6863 $3. 93599 $3. 757M 
No. 58 3. 75 3.75 


3. 99644 3. 82484 


Procurement directives Nos. MIPR A 107-00111-3 and MIPR A 107-00140-3 
(fiscal year 1953) 

I/B No: TAP-30-352-53-292, date of issuance February 26, 1953 

Type of procurement: Formal advertised 

Item and quantity: Liner, jacket, field M-151; Item 1—1,112,000; Item 2— 
573,000. 

Wynn award: Florida Athletic—71,800 at $0.9350 TAP 1781 OI-1839; 104,000 at 
$0.9275 TAP 1789 OI-1847. 
1. Successful bidders: 


Bid No.| Name Amount Price 

item No ] 9 | Florida Athletic_- $71, 800 $0. 9350 
a. No. 2 } 10 | Bethlehem Sportswear { m.. a * 
roams : i} 11 | Hudson Garment { oon a 

Do oo ane 71, 600 1.02 
Item No. 2 i} 12 | Salem Products { 228) 400 102 
ee } 13 | Etawah Garment L ‘Senay = 
Item No. 1 15 | PM Manufacturing Co 293, 600 1.01 

ne ' } 18 | PBS Manufacturing Co { > poo ce 

Sites 23 | Acme Sportswear 200, 000 1.01 


pesceminatialiais a “ se Te 


2. Rejection of low bidders: 


No. 4. Centre Manufacturing Co. (Wynn), $1 to $1.04; ASPR 2.406 rejected 
based on previous commitments. 
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No.5. Southern Athletic (Wynn), $0.98 to $1: Rejected on nonresponsive—big 
business. 
No. 14. Grosse Pointe, $0.968 : Rejected due to receiving an award on TAP-305. 
8. Evaluation of pertinent bids: 
(a) Wynn bidders: 
Bid price, $0.9350. 
Net, $0.93033. 
Include GFP freight, $0.99205. 


Atlanta, $1.04929 Utah, $1.17875 

Charlotte, $1.05487 Richmond, $1.06883 
Memphis, $1.07040 San Antonio, $1.1799 
Columbus, $1.07877 Fort Worth, $1.10261 
Sharpe, $1.17875 Schenectady, $1.08746 
Mira Loma, $1.17875 Belle Meade, $1.08096 
Auburn, $1.17875 New Cumberland, $1.07785 


Other Wynn bidders rejected on other grounds and are not evaluated. 
(b) Rejected low bidders: 
No. 4. Centre Manufacturing. 
No. 5. Southern Athletic. 
No. 14. Grosse Pointe. 
Rejected for other reasons not evaluated. 
(c) Highest award (evaluated unit price), Salem Products Co., Inc.: Gross, 
$1.02, net, $0.9690. 


Atlanta, $1.10074 Sharpe, $1.25769 

Charlotte, $1.08305 Mira Loma, $1.25769 
Memphis, $1.11999 Auburn, $1.25769 
Columbus, $1.08003 Utah, $1.25769 

Richmond, $1.06815 Schenectady, $1.05006 

San Antonio, $1.17124 Belle Meade, $1.04925 

Fort Worth, $1.15725 New Cumberland, $1.04898 


(d@) Apparent low bidders: 
Bidder No. 1. Aviators C) thing. 
Bidder No. 3. Beverly Clothing. 
Bidder No. 7. Rachman Manufacturing. 
Bidder No. 8. Blue Anchor Overall Co. 
Bidder No. 21. Gamshire Manufacturing Co. 


No. 1 No. 3 No. 7 No.8 No. 21 
Gross bid $1.17 $1. 04 $1. 16 $1. 03 $1. 08 
Net bid 1. 1608 1. 0390 1. 1542 1. 0290 1. 0692 
Atlanta 1, 29715 1. 18736 1. 27105 1. 14106 1. 19157 
Charlotte 1. 28659 1.17618 | 1.25674 1. 14200 1. 18101 
Memphis 1. 32510 1. 21064 1. 20991 1. 14541 1. 22416 
Columbus 1. 29167 1. 17756 1. 26122 1. 41935 1. 18609 
Sharpe 1. 45502 1, 33281 1. 43915 1. 30295 1. 35565 
Mira Loma 1. 45502 1. 33281 1.43915 | 1.30295 | 1. 35565 
Auburn 1. 45502 1. 33281 1.43915 | 1.30295 | 1. 35565 
Utah 1. 42100 1. 30203 1.40027 | 1.30205 1, 32325 
Richmond 1. 27083 1. 15861 1. 24232 1. 15037 1. 16206 
San Antonio 1. 37632 1. 26181 1. 35113 1. 20286 1. 27230 
Fort Worth 1. 36236 1. 24798 1. 33717 1. 18888 1. 25988 
Schenectady 24312 1. 13582 1. 23827 1. 16498 1. 15153 
Bell Mead 1. 2 869 1. 14025 1. 22450 | 1. 16404 1. 13641 
New Cumberland 1. 257% 1. 14754 1. 21991 1. 15229 1. 15072 





Procurement Directive No. MIPR A-107—00115-3 (fiscal year 1954). 

I/B and date of issuance : TAP-30—352-53-325, March 23, 1953. 

Type of procurement: Formal. 

Item and quantity : 1,233,000 pairs of trousers, shell, field M—1951. 

Wynn group award: Contract No. DA-30-352-TAP-1372 (OI-1431-C-53), 
awarded to Southern Sportswear Co., Centerville, Tenn. for 300,000 units 
at $2. 

1. Successful bidders : 
Stein-Way Clothing Co., 250,000 at $1.925 per unit and 50,000 at $1.965. 
Sidran Sportswear, 76,920 at $2.05 per unit. 
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Fulton Trouser Co., Inc., 150,000 at $2.05 per unit; 150,000 at $2.045 per unit 
and 131,000 at $2.065 per unit. 

T. S. Lankford & Sons, 125,000 at $2.05 per unit. 

Southern Sportswear Co., 300,000 at $2 per unit. 

2. Rejection of low bidders: 

The Southern Athletic Co., Inc., of Knoxville, Tenn. submitted a bid at the fo). 
lowing prices: $1.95 for 100,000 units ; $2.10 for 100,000 units; and $2 for 200,009 
units ; or $2.10 for 300,000 units. A discount of 2 percent was offered for payment 
within 20 days. According to a memorandum for file dated April 23, 1953 
signed by Colon Dixon, purchasing agent, Harry Kornblue, procurement officer, 
and Charles 8S. Gerner, contracting officer, this bid was rejected because both 
this bidder and the Southern Sportswear Co.’s bid contemplated use of the iden. 
tical facilities. Of the two bids the Southern Sportswear Co.’s bid was con. 
sidered most advantageous to the Government by Cost and Price Analysis See. 
tion and accordingly the contracting officer rejected the Southern Athletic Co,’s 
bid purportedly in accordance with ASPR-2—406. Both bids were within award 
range. 

3. Evaluation of pertinent bids: 

The procurement directive file does not contain a bid analysis and evalua- 
tion. Upon inquiry, Cost and Price Analysis Section of the Philadelphia Quar. 
termaster Depot advised this Office that it did not have any records pertaining 
to the evaluation of the bids received under this invitation. Consequently, 
the bids cannot be properly compared. 


Procurement Directive No. P/L—1—0207—-00-6-07 (fiscal year 1956) 

1/B and date of issuance : QM-36-030-56—361, December 21, 1955 

Type of procurement: Formal advertising. 

Item and quantity: Items 1 and 2 (coat, man’s cotton, WRS sateen, WRT, 0G 
shade No. 107) 400,000 total quantity awarded. 

Wynn group award: Southern Athletic Co., Inc. QM 8316 OI-210 


Item Bid price Quantity l otal price 

award 
Item 1 | 4. 06 220, 750 $896, 245. 00 
Item 2 3 81 179. 250 682. 942. 50 


1. Suecessful bidders: Southern Athletic Co., Inc., QM-8316 OI-210, was the 
only successful bidder 

2. Rejection of low bidders: 

(a) Following low bidders received no awards: 


Company Item 1, Unit price Item 2 Unit price 
quantity quantity 

No. 4. Hudson Garment Co., Inc 50, 000 $3. 27 50, OOK $3. 27 
No. 9. Millville Sportswear 50, 000 3.81 50, 000 3.81 
No. 14. Superba Fashions . ‘ 5, 000 3.82 5 000 3, 82 
5 000 3 84 5 000 3.84 

5, 000 3. 86 5 000 3.86 

5. 000 3. 88 5 000 3.88 

5, 000 3.90 5 000 3.90 

5. 000 3.92 5, 000 3.92 

5, 000 3.94 5, 000 3.4 

5, 000 3. 96 5 OO 3.96 

5, 000 3.98 5. 000 3.8 

5, 000 4.00 5. OO 4.00 

No. 17. M. Bogen & Sons 20, 000 3.83 20, 000 3.883 
No. 22. Cohen Fein Ce 179, 250 3. 6874 


(b) The reasons for no awards being given to these low bidders are given below. 
No. 4. Hudson Garment Co.: Option expired, not extended. 
No. 9. Millville Sportswear: Option expired, not extended. 
No. 14. Superba Fashions: Option expired, not extended. 
No. 17. M. Bogen & Sons: Bid states no award wanted if granted award 
for same item under NEG-114. Award was made bidder under NEG-114 
No. 22. Cohen Fein Co.: Option expired. 


Knoxville, Tenn 


Athletic, 


Southern 
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3. Evaluation of pertinent bids: 

(a) Wynn bids. Attached is a chart indicating all the bids made by South. 
ern Athletic. 

Procurement directive No. MIPR-33-602-6-8405-116. 

Fiscal year: 1957. 

Invitation for bid No. QM-36—-030-389 : January 16, 1956. 

Type of procurement : Formal advertising. 

Item and quantity: Shirt, utility, sage green, cotton shade 509, 271, 595 each, 

Wynn Group award: Centre Manufacturing Co., Inc. 

1. Successful bidders : 

(a) Centre Manufacturing Co., Inc. 
Contract No. QM-8140 (OI-9215—C-—56) 

(b) PQMD Factory—181,595 units PLF1—2255-00-7-02 

2. Rejection of low bidders—no low bidders were rejected, but the following 
facts should be noted : 

(a) Selma Manufacturing Co. appeared to be the low bidder at the time of 
bid opening ($1.25 origin and $1.32 and $1.35 destination). However, Selma 
Manufacturing Co. refused to grant the Government an extension of the time for 
acceptance, and the Government’s option lapsed. 

8. Evaluation of pertinent bids: 

(a) (“Wynn” bid(s): Centre Manufacturing Co., Inc.’s, bid of $1.35 each 
evaluated and found to be low bid. 

(b) Rejected low bidders: None. (See 2 supra.) 

(c) Highest award—One award—Centre Manufacturing Co., at $1.35 each. 

(d@) Apparent low bidders—none. (See 2 supra.) 

Procurement Directives Nos. MIPR-33—602-6-8405-346 and PL—1—2010—-00-7-2 
(fiscal year 1957). 

Invitation for bid No. QM-86—030-57-40 (346) Issued July 12, 1956. 

Type of procurement: Formal. 

Item and quantity : Jacket, man’s, cctton, tan, tropical, 407,015. 

Wynn Group award: Contract No. QM 8843 was awarded to Centre Manv- 
facturing Co., Inc., for the manufacture of 60,000 units at $4.52 and 16,000 units 
at $4.76. 

1. Successful bidders : 

Good Wear Leather & Coat Co., 50,000 units at $4.18. 

Attila Corp., 25,000 units at $4.89. 

Linwood Outerwear, 40,000 units at $4.38 and 30,000 units at $4.48. 

Universal Pants Co., 38,835 units at $4.75. 

Hudson Garment Co., 25,000 units at $4.39; 25,000 units at $4.47; 22,535 units 
at $4.72. 

United Garment Manufacturing Co., 20,000 units at $4.85. 

Centre Manufacturing Co., Inc., 60,000 units at $4.52; 15,000 units at $4.76. 

Skyway Clothing Corp., 30,000 units at $4.62; 25,000 units at $4.89. 

2. Rejection of low bidders: 

The highest evaluated unit price paid was $7.14 for delivery to Shelby, Ohio, 
and $7.03 for delivery to Maywood, Calif. The evaluation of the bids considered 
discounts offered, GFP usage and transportation costs. Following is a list of 
the partially or wholly unaccepted bids with a lower evaluated price than the 
highest evaluated price paid: 





90,000 each at unit price of $1.35 each, 


Evaluated Evaluated 


Quantity Gross bid price deliv- price deliv- 
price ery, Shelby, ery, May- 
Ohio wood, Calif. 


(a) Southern Aviation Manufacturing Corp 


100,000 and/or $4. 73 $6. 74 $6. 79 
150,000 and/or 4.99 6. 99 7.04 
200,000 and/or 5.15 
300,000 5.78 
(6) W.1. Nathan Co., Inc.: 100,000 ‘ 4.50 6. 74 6. 82 
(c) Linwood Outerwear, Inc. 
40,000 and/or 4. 38 6. 59 6. 67 
40,000 4.48 | 6. 70 6.77 
d) Universal Pants Co.: 50,000 4.75 7.04 
(e) Hudson Garment Co 
25,000 and 4. 39 6. 62 6. 70 
25,000 and 4.47 6. 70 6. 78 
25.000 and 4.72 6. 94 7.08 
25,000 4.83 7.05 7.4 
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| 
Evaluated | Evaluated 
Quantity Gross bid price deliv- | price deliv- 
| price | ery, Shelby, | ery, May- 
| | Ohio wood, Calif. 
i 
(f) United Garment Manufacturing Co.: 30,000 $4. 85 «7.13 
(g) Southern Sportswear Co.: 
50,000 and 4. 47 | 6.49 | $6. 55 
50,000 and/or 4.73 | 6. 74 6.79 
100,000 and peak hd. cacl 4. 59 | 6. 60 6. 66 
50,000 and 4. 73 | 6. 73 | 6. 79 
50,000 and/or 4.99 6. 98 | 7.04 
100,000 and/or 4. 86 | 6. 86 6. 91 
200,000 and/or 4.73 6.73 | 6. 7 
100,000 and/or 5. 25 | | 
300,000 and 4.99 | 
107,105 and/or 5. 52 | 
407,015 } 5.20 | 
(h) Centre Mfg. Co.: 
15,000 and/or 4, 24 | 6. 37 | 6. 43 
15,000 and/or | 4.45 | 5. 57 6. 64 
30,000 and/or ; | 4.32 | 6. 45 6. 51 
15,000 and/or 4. 56 | 6. 68 | 6. 74 
45,000 and/or 4.41 6. 54 6. 60 
15,000 and/or 4.66 6. 78 | 6. 84 
60,000 and/or 4. 52 | 6. 64 | 6. 71 
15,000 and/or 4.76 | 6. 87 | 6. 94 
75,000 and/or 4. 63 | 6. 75 6. 81 
15,000 and/or 4.87 | 6. 98 | 7.04 
90,000 and/or ‘et 4.74 | 6.85 | 6. 92 
15,000 and/or 4.98 | 7.09 | 7.15 
(h) Centre Manufacturing Co.: 
105,000 and/or 4.84 | 6.95 7.01 
15,000 and/or 5. 09 7.19 7. 26 
120,000. 4.94 7.05 7.11 
(i) Skyway Clothing Corp 
30,000 4.62 6. 64 6. 73 
30,000 4. 89 6.89 | 6. 98 


The bid of Southern Aviation Manufacturing Co. was rejected on the basis 
of the plant surveyor’s recommendation that no award be made because the 
bidder had no open capacity available during November, December, January and 
February. 

The W. I. Nathan Co., Ine., bid was rejected because the plant survey re- 
ported that bidder had no experience manufacturing this type of quality item. 
The Government reserved the right in the invitation for bids to reject bids on 
this ground. Additionally, the plant surveyor was unable to determine the 
firm’s probable capacity because the bidder did not have any production per- 
sonnel in its plant at the time of the survey. 

Linwood Outerwear, Inc. received an award for 40,000 units at 4.38 and 
30,000 at 4.48. It could have been awarded an additional 10,000 units at 4.48. 
The contracting officer’s determination to limit this bidder to 70,000 units is 
based on the plant survey’s estimate of the contractor's plant capacity. 

Universal Pants Co., Centre Manufacturing Co., and United Garments Manu- 
facturing Co. had the capacity, according to the plant surveys, to produce the 
full quantities of their bids within the required delivery schedule. Cost and 
price analysis section considered various combinations of their bids and that 
of the Atilla Corp. and recommended awards of less than the maximum quanti- 
ties to these firms. It is not within the scope of this report to reevaluate and 
reanalyze the indeterminate combinations of the various bids. It should be 
noted, however, that the bid of the Centre Manufacturing Co. was cumulative. 
The based bid quantity was 15,000. For each additional 15,000 units, approxi- 
mately 10 cents was added to the base bid price for all units. For example: 
The base bid price was 4.24 per unit for 15,000 units, but the price for 120,000 
units was 4.94 per unit, an increase of 70 cents per unit for the entire quantity. 
Therefore, Centre Manufacturing Co.’s bid must be viewed as a series of sep- 
arate bids for different maximum quantities. On the other hand, Universal 
Pants Co., United Garment Manufacturing Co., and Atilla Corp., each imposed 
minimum quantity requirements on their bids. It is noted that all other bidders 
within the awarding range received full awards except as limited by plant 
capacity. Thus, the remaining 158,835 units had to be apportioned among these 
4 firms. Therefore, it would appear from the files that the lowest possible cost 
of the Government would necessitate the quantity restrictions as imposed by the 
contracting officer. 
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Hudson Garment Co. received an award for 25,000 units at 4.39, 25,000 units 
at 4.47, 22,530 units at 4.72. It could have been awarded an additional quap. 
tity of 2,470 units at 4.72 and 25,000 units at 4.83. Skyway Clothing Corp. re 
ceived an award for 30,000 at 4.62, and 25,650 units at 4.89. It could have re. 
ceived an award for an additional 4,350 units at 4.89. These bidders and Good 
Wear Leather Coat Co., Inc., are affiliates. Their bids contemplate production 
of certain quantities at the same plants. Production capacity at these plants 
was limited by the plant surveys to an amount less than the total quanities bid. 
Good Wear Leather Coat Co., Inc., the lowest bidder of the three, received a ful] 
award. It would appear from the records that the quantities awarded to the 
Other two firms were limited by an apportionment of the remaining plant 
capacity. 

The Southern Sportswear Co. bid was rejected on the basis of the plant sur. 
veys recommendation that the bidder did not have the capacity to produce this 
item. The plant survey recommended that bidder be considered from an award, 
continent upon no award to this bidder or to Southern Athletic Co. or Southern 
Aviation Co. under I/B 786, I/B 673, or I/B 43. Under I/B 673 contracts num. 
ber OI-368-C-57 and OI-369-C-—57 were awarded to Southern Athletic Co, to 
be manufactured at plant specified by this bidder as the place of performance, 

3. Evaluation of pertinent bids: 

The Wynn firm which received an award was Centre Manufacturing Co. and 
that which did not receive an award was the Southern Sportswear Co. The 
evaluated price of these firms and of the partially or wholly rejected low bid- 
ders are tabulated under paragraph 2 of this report. The highest awards (evaly. 
ated price) were to the Atilla Corp. at a cost of 7.14 per unit delivery to Shelby, 
Ohio, and to the Hudson Garment Co. at a cost of 7.03 delivery to Maywood, 
Calif. 


Exuisir 10—MaArtne Corps CorrRESPONDENCE RE ConTRACT DELIN- 
QUENCIES AND Past PERFORMANCE OF COMPANIES CONTROLLED BY 
H. D. Wyxn 

JANUARY 10, 1957. 

Re Contract N150-1984 ; shirts and pants, softball. 

SOUTHERN AVIATION MANUFACTURING Co., 

Knoeville, Tenn. 

GENTLEMEN : Receipt of your letter dated December 31, 1956, is hereby acknowl 
edged, in which your company requests permission to ship certain quantities and 
sizes. While the contract does not specifically state as such, the variation in 
quantity clause is definitely intended to refer to each particular size with re 
spect to each particular destination. Therefore, your firm should have been 
guided accordingly and attempted to stay within the 5 percent variation with 
respect to each size. 

Permission is granted in this instance to ship the quantities and sizes as stated 
in your letter but your firm is urged to exercise every possible precaution to 


preclude such occurrences in future contract that may be awarded to your con- 


cern by this activity. 

While your letter was not clear as to what particular item your company Wa» 
referring to, it has been determined that the letter refers to “Pants, softball, 
gold” (item No. 3). 

This occasion is taken to remind you that your telegram of December 19, 1956, 
advised that contract would be complete before January 1, 1957. Llowever, as 
of this date, an outstanding balance of 650 pair pants, softball, gold and 125 pair 
pants, softball, scarlet still exists. 

In view of the fact that this contract is now over 2 months delinquent, every 
possible effort must be made to ship the remaining quantities in the immediate 
future. 

Your attention is invited to the fact that every contract issued to your concern 
by this activity is characterized by extreme delinquency and it would appear 
that your firm cannot be depended upon to deliver the items ordered within the 
specified delivery time. 

This factor shall be taken into serious consideration in the awarding of 
future contracts. 

Very respectfully, 
M. J..4). Seu. 
Head, Contract and GF'P, Administration Branch, 
(By direction of the Commanding General). 
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DECEMBER 18, 1956. 
SOUTHERN AVIATION MANUFACTURING Co. 
Knorville, Tenn. 
(Attention: R. L. Tipton.) 


Extreme delinquency exists under contract N150-1954. Advise reasons there- 
fore and date shipment will be made. 
COMMANDING GENERAL (960) MARINE Corp SupprLy ACTIVITY, 
Philadelphia 46, Pa. 


AvucusT 21, 1956. 
Re Contract N50m—11630 dated September 25, 1955; pants and shirts, softball, 
SoUTHERN ATHLETIC Co. INC., 
Knorville, Tenn. 

GENTLEMEN: In reply to your letter of August 9, 1956, requesting that the 
Marine Corps initiate steps to file claim against the carrier due to damage of 343 
pair of pants, softball, the following information is herewith forwarded. 

Attention is invited to contract provisions which stipulate that the contractor 
sustains full responsibility for the supplies under referenced contract until same 
is delivered at the designated delivery point, regardless of the point of inspection. 
Since the above shipment was made on a commercial bill of lading and not on a 
Government bill of lading, the responsibility of the consignee is limited to fur- 
nishing you information required to file claim against the carrier. Therefore, 
the Government is in no way obligated to file the claim in your behalf. 

The enclosed Inspection Report of Concealed Loss or Damaged Merchandise 
is forwarded with the request that disposition instructions for the damaged 
material be furnished to the Barstow installation at your earliest convenience. 

It is further requested when making future inquiries relative to the administra- 
tion and performance of this contract, that such correspondence be directed to 
the commanding general, Marine Corps Clothing Depot, 1100 South Broad Street, 
Philadelphia 46, Pa., attention: Procurement Division, contract administrator. 

Several letters have been written to you regarding the serious delinquency 
existing against referenced contract which to date have not been acknowledged. 
This occasion is taken to express the extreme displeasure of the Marine Corps 
with your poor delivery performance under this contract and to advise you that 
same has been made a matter of official record. It will be to the interest of your 
company to bring this contract to conclusion without further delay. 

Very respectfully, 
M. J. O'NEILL, 
Head, Contract and GFP Administration Branch 
(By Direction of the Commanding General ) 


Aveust 8, 1956. 
Re contract N150—263; shirts and pants, baseball, contract N50m—11630; shirts 
and pants, softball. 
SOUTHERN ATHLETIC Co., INC., 
Knoeville, Tenn. 

GENTLEMEN: Information has reached this office which indicates that your 
frm is making no effort to overcome the serious delinquencies existent against 
the above contracts. It seems highly irregular that almost all of your machines 
and personnel are being used to satisfy your commercial obligations considering 
the fact that the award was made in accordance with your understanding of the 
value placed upon strict adherence to the stipulated schedule. 

This depot is aware of the fact that extensions were requested and granted 
but the extended delivery dates are now long past. 

It is imperative a more cooperative attitude on your part is taken in order to 
avoid having the contracts involved turned over to the contracting officer for 
action. 

An immediate reply must be rendered advising the reasons production has 
been delayed and what steps you intend to take to remedy the situation. 

Very respectfully, 
M. J. O'NEILL, 
Head, Contract and GFP Administration Branch 
(By Direction of the Commanding General). 
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SEPTEMBER 21, 1956. 
Re contract N150—263 ; contract N50m-—11630; pants and shirts, athletic 
SOUTHERN ATHLETIC Co., INC., 
Knooville, Tenn. 


GENTLEMEN: With references to contract N150-263, it is with great concery 


that this office views the various delinquencies in existence on the undelivereg 
balances, as follows: 





——_.., 








Item No. Description Destination Quantity 
phe -.| Pants, baseball___.--- a as Albany, Ga _...| 62 pair. 
im. .2 5: ee... Barstow, Calif____.... | 221 pair. 
Rte sas... ‘ iets oso ck th i352 ciel Jan. gas | 104 pair. 
Mikscsnes Ghists, hosehelh x... c+ ~sscseis ds. h- | Albany, Ga d 232 each. 
=. ee - Siac wmee=ee-sese-senrseoe| Barstow, Calif. ... .---------| 148 each. 


4 tne | ects 7 7 185 each. 





As the complete contract quantity was designated for delivery by March 6, 
1956, the balances shown above are now over 6 months past due. 

Information furnished this office reveals that your firm is still giving preference 
to commercial contracts despite repeated reminders by this depot of your obliga- 
tions under the above contracts. As you are well aware, the supply system of this 
depot is based on deliveries being accomplished in conformance with stipulated 
schedules and any deviation therefrom involves many supply difficulties as well 
as excessive administration costs. 

It is imperative that your firm take immediate steps to bring these contracts 
to an early conclusion in order to avoid a recommendation to the contracting 
officer that default action be instituted. 

Your attention is invited to the fact that upon accomplishing shipments involv- 
ing approved quantity variation, it is understood that same will reflect the pro- 
portionate sizes involved and quantities destined each destination. 

A review of the records on hand indicate that not only has your company 
flagrantly violated the delivery terms of referenced contract, calling for com- 
pletion March 6, 1956, but your numerous revised schedules have never been com- 
plied with, causing serious inconveniences in the Marine Corps supply system. 
In this connection, your attention is directed to the last letter received from your 
concern of November 30, 1956 under which it was advised contract would be com- 
pleted “within the next few days.” While referenced contract is now over 9 
months delinquent, information has been received to the effect that the facilities 
available at your plant are now being allocated for commercial supplies and 
there is nothing in progress of production. 

This activity is not in a position to tolerate your continued failure in making 
deliveries and will be compelled to recommend default action to the contracting 
officer, if neither substantial shipments nor a reply is received within 10 days 
advising (1) causes of delay and why your concern has continuously failed to 
abide by the required delivery terms; (2) action being taken to remedy this con- 
dition; and (3) exact dates, and in what quantities shipments will be made, it 
being understood that a prolonged delay or revised date will not be acceptable. 

Very respectfully, 
M. J. O'NEILL, 
Head, Contract and GFP, Administration Branch 
(By Direction of the Commanding General). 
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MARINE CorPS CLOTHING Depot, 
Philadelphia, Pa., March 6, 1956. 
Re contract No. N150—263 : baseball pants and shirts 
SOUTHERN ATHLETIC Co., INC., 
Knorville, Tenn. 


GENTLEMEN : Receipt is acknowledged of your letter of March 2, 1956, together 
with sample piece of material, gray color, manufactured by Hartford Woolen 
Mills. This office telegraphed you today, as per confirmation copy enclosed, giv- 
ing approval of this material. Extension of the completion date of the contract 
by 6 weeks from date or until April 17, 1956, has also been given. 

In your above-mentioned letter, you state that the Hartford Woolen Mills 
represent the material as per sample submitted to be equal to their No. 810 and 
in your letter you state as follows: 

“The president of the company has gone on record as saying that this cloth is 
positively equal to the No. 810. He will give us a signed statement to this effect.” 

Please furnish this office at the earliest possible date with a copy of such 
statement. 

While the completion date of the contract has been extended to April 17, 1956, 
it is highly desirable that you make partial deliveries, and it is requested that 
you make every effort to effect deliveries as early as possible. 

Please acknowledge receipt of this letter reaffirming your intentions and ability 
to comply with the terms thereof. 

Sincerely, 
J. A. STEELMAN, 
Contracting Officer. 


UNITED STATES MARINE CORPS, 
MARINE Corps CLOTHING DEpor, 
Philadelphia, Pa., February 10, 1956. 


Re Contract No. N150-2638 dated February 3, 1956. 
SOUTHERN ATHLETIC Co., INc., 
Knorville, Tenn. 


GENTLEMEN: Reference is made to your letter of February 8, 1956, and this 
depot’s telegraphic reply thereto dated February 9, 1956, as per copy enclosed. 

The subject contract calls for the manufacture and delivery of pants and 
shirts, baseball, to be delivered as follows: 

Delivery to commence on or before January 1956. 

Delivery to be completed no later than March 6, 1956. 

To date no deliveries have been made under this contract and as you have been 
previously advised, your preproduction samples have been rejected principally 
because basic material is unsatisfactory. In view of this delinquency, per- 
formance under this contract is definitely endangered to the extent that the 
Marine Corps Supply System may not be in a position to furnish the service 
requirements for these items at such time as they will be needed. 

You are again reminded of your responsibility to produce acceptable items in 
accordance with the contract terms and you are hereby notified that unless you 
furnish this office on or before February 29, 1956, with conclusive evidence of 
your ability to deliver acceptable items, and further, your ability to complete 
the contract with specification items within a reasonable time, this office pro- 
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poses to invoke default procedures in accordance with article 11 of the genera} 
provisions of said contract. 


Very truly yours, 


J. A. STEELMAN, 
Contracting Officer, 
Re Contract N150-2683. 


Sample baseball uniform submitted by Southern not acceptable. 


Recommend 
termination. 


FOWLER. 
FEBRUARY 9, 1956. 


SEPTEMBER 24, 1954, 
Mr. W. D. Wynn, 


President, Florida Athletic Co., Inc., 
Gainesville, Fla. 

Deak Mr. Wynn: Reference is made to your contract No. N50m-11421 provid. 
ing for delivery of 1,000 each, shirts, softball, gold, scarlet trim ; 1,000 each, shirts, 
softball, scarlet, gold trim; 1,000 pairs, pants, softball, cotton, gold, scarlet trim: 
and 1,000 pairs, pants, softball, cotton scarlet, gold trim, to the Marine Corps and 
allocated to Marine Corps Depot of Supplies, San Francisco 6, Calif.; Marine 
Corps Depot of Supplies, Albany, Ga.: Marine Corps schools, Quantico, Va.: and 
Marine Corps Supply Depot, Camp Lejeune, N. C. Initial deliveries to each desti- 
nation were scheduled to be made on or befare August 20, 1954, with contract 
obligations to the consignees to be completed not later than September 10, 1954. 

A review has been made of the status of deliveries under the above contract 
which reveals a delivery delinquency therein of a period exceeding 15 deys. 

Attention is invited to letter of this depot dated July 7, 1954, in which it was 
advised that late submission and approval of preproduction sample would not 
be considered valid reasons for delay in meeting the delivery schedule established 
by the contract. 

It is the intention of this office, as a matter of policy, to carry out the meaning 
of the Armed Services Procurement Act of 1947, to the fullest extent possible, with 
respect to delinquencies and responsible suppliers. 

In view of the foregoing, you are requested to reply to this letter within 10 
days, setting forth the reasons for noncompliance with the delivery terms of the 
contract and your intentions with respect to liquidation of the accumulated 
delinquency. Failure to liquidate the delinquency in the near future can result 
in either or both of the following actions: 

(a) If delinquency is not liquidated, you will not be considered for any forth- 
coming awards that may occur during the performance of this contract. 

(b) Termination under default provisions and that the undelivered balance 
be procured in the open market, with any increase in cost charged to your account. 

Very respectfully, 
M. C. MARTIN, Jr., 
Lieutenant Colonel, United States Marine Corps, 
Head, Procurement Branch 
(By Direction of the Commanding Officer). 


Juny 2, 1954. 
FLoripa ATHLETIC Co., INC., 


Gainesville, Fla. 

GENTLEMEN: Enclosed herewith is contract No. N5Om—11421 dated June 30, 
1954, covering award made to you under invitation No. 1020—-C opened June 18, 
1954. 

Your attention is invited to the contract delivery schedule, wherein initial 
delivery of each item to each destination is to be made on or before August 20; 
1954, and complete delivery of each item to each destination not later than 
September 10, 1954. 

To meet current Marine Corp. requirements for these items, it is essential 
that every possible effort be made toward completion in accordance with the 
specified delivery schedule, and failure to do so may jeopardize the smooth and 
efficient functioning of the service. 

Your cooperation in this respect will be appreciated. 

Very respectfully, 
Miss. B. OstTROFF, 
Purchasing Agent 
(By Direction of the Commanding General). 
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ExuHrsit 11.—CorRRESPONDENCE INVOLVING THE SMALL BUSINESS 
ADMINISTRATION AND WYNN ENTERPRISES, INC. 


OFFICE MEMORANDUM—UNITED STATES GOVERN MENT 


OcToBER 29, 1956. 
To: Regional Director, Small Business Administration, 1790 Broadway, New 
York, New York, Mr. A. S. Possage 
From: Elmer A. Stoeckle, SBA Representative, PQMD Elmer A. Stoeckle 
Subject: Wynn Enterprises, 200 5th Ave. N. Y. C.—I/B QM-36-030-57-167 
249,000 pr. Trousers, men’s, cotton, wind resistant, sateen—$834,150. 


Reference is made to subject company’s bid proposal and telephone conversa- 
tion this date regarding same. We are advised by the Philadelphia Quarter- 
master Depot that subject bid is about to be disqualified on the basis of con- 
tractor’s lack of capacity. A copy of Preaward plant survey and financial re- 
port are inclosed for your information. 

It is requested that your office investigate this case and report whether a 
certificate of competency application will be processed in accordance with pre- 
scribed procedures and time limitations. Deadline date for completion of this 
certificate of competency action is 10 working days ending close of business 
November 12, 1956. 

Inclosure : 

1. Cy contracting officer’s letter. 
2. Preaward plant survey. 

3. Financial report. 

4. I/B-57-167. 


NOVEMBER 27, 1956. 
Mr. Laurr N. Kotvuta, 
Chief, Small Business Division. 
New York Air Procurement District, 
111 East 16th Street, New York, N.Y. 
DEAR Mr. Kotvuta: This will confirm our telephone conversation as of date. 
Wynn Enterprises, 200—5th Avenue, New York City, has been declared “big 
business” by our Washington Office and therefore are not eligible for a certificate 
of competency under SBA regulations. The above size determination applies to 
your referral IFB 33-—602-57-24, Item 1, men’s flying jackets, Wilken AFB, 
Shelby, Ohio. 
Sincerely, 
ARTHUR E. Lone, Regional Director, 
BY M.D. Braprt. 


OFFICE MEMORANDUM—UNITED STATES GOVERNMENT 


DECEMBER 17, 1956. 
To: Mr. John F. O’Connell, Small Business Specialist 
From : Elmer A. Stoeckle, SBA Representative. 
Subject : Wynn Enterprises, Inc., N. Y. C.—I/B 57-307. 

Reference is made to your DF comment No. 2 dated December 14, 1956, re- 
questing advice as to whether the Small Business Administration would issue a 
certificate of competency on subject company. 

We have been informed by the SBA Washington office that a determination 
was made that Wynn Enterprises, Inc. does not qualify as a small business con- 
cern, and therefore no certificate of competency action is required. 

No further action is contemplated by Small Business Administration with 
respect to certification of this firm, and we are closing our file accordingly. 


DISPOSITION FoRM 
DECEMBER 17, 1956. 

File No. QMCT-HP 
Subject: Wynn Enterprises, Inc., New York, N. Y., I/B QM 36—030-57-307. 
To: Capt. J. Caras, QMC, Through Chief, Clothing Branch. 
From : Small Business Office, specialist staff. 

1. Reference is made to your D. F. of December 12, 1956, in which certificate 
of competency action is requested in connection with bid for trousers submitted by 
subject firm on I/B 57-307. 
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2. The Small Business Administration has advised, by copy of memo attached, 
that Wynn Enterprises, Inc., does not qualify as a small business firm, and, 
therefore, no certificate of competency action is required. 

3. There is also attached a memorandum from the Small Business Administra. 
tion representative which lists firms affiliated with Wynn Enterprises, and who 
also are in the large-business category. 

O'CONNELL, 


DECEMBER 17, 1956. 
To: Mr. John F. O’Connell, small business specialist. 
From: Elmer A. Stoeckle, SBA representative. 
Subject : Size determination of Wynn Enterprises, Inc. 


We have been notified by the Small Business Administration Washington 
office that a determination was made that the Wynn Enterprises, Inc., does not 
qualify as a small-business concern. Present records indicate that the following 
companies are affiliated in some manner, and as such, are big business. Mr. H, 


D. (Breezy) Wynn is associated with all of these firms as an officer, stockholder 
and/or director. 


Southern Athletic Co., Inc. 
Southern Sportswear Co. 
Majorette Sportswear, Inc. 
Florida Athletic Co. 
T. & W. Manufacturing Co. 
Southern Aviation Co., Inc. 
Wynn Enterprises, Inc., of New York 
Emporium Corp. 
Wynko, Inc. 
Centre Manufacturing Co. 
Hall-Tate Manufacturing Co. 
Southeastern Truck Lines, Inc. 
Until further notice you may use this as your authority to notify the con- 
tracting officer of this determination. 


Exuisir 12—SovurTHern AviaTION MANUFACTURING Co., INc.  (Cor- 
RESPONDENCE RELATING TO INVITATION TO Bip 33—-602—56-—95 ) 


SOUTHERN AVIATION MANUFACTURING Co., INC., 
Knorville, Tenn., March 22, 1956. 
HEADQUARTERS, SHELBY AIR FORCE DEPOT, 
Procurement Directorate, 
Wilkins Air Force Station, Shelby, Ohio. 
(Attention: Mr. C. E. Larson, Buyer, MHPCC.) 

GENTLEMEN : We bid under your invitation to bid IFB 33-602-56-95 which in- 
vitation opened on the 19th of March at 1 p.m. Our bid was submitted to you 
and a letter attached as per the enclosed three ccpies, this letter dated March 
16. We are sure that we sent you an original copy of this letter but we are en- 
closing herewith three additional exact copies of the letter that was attached to 
our bid. In this letter we outlined the fact that we did not have the amendments 
to the invitation but we made recognition of the fact that we were aware of 
amendment No. 1. Also, amendment No. 2 as well as amendment No. 3 and then 
in amendment No. 4 we stated to you that we were bidding, “We are hereby 
stating that we offer to save the Government 10 percent on their standard unit 
allowances for the various sizes.” Naturally this is to mean that we bid to use 
90 percent of standard Government furnished allowances and to save the Gov- 
ernment 10 percent on standard unit allowances. 

As your records will indicate, we bid on this item the total quantity of 46,408 
jackets at $21.13 each. Our extension $980,601.04. We offered on our bid a 
3 percent 10-day discount and we specified on our bid that our net bid was $20.4961 
each. We also stipulated in our bid that we were bidding all or none and we 
put in our bid that we bid to require 90 percent of standard Government allow- 
ances on wool pile per amendment No. 4. 

We would like to further advise you that we modified our bid by telegraphic 
notice. We are hereto attaching three copies of this wire exactly as was sent 
by the writer from Knoxville, Tenn. The timing when the wire was completed 
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to Western Union was 12:51 p. m. on Monday, March 19, 1956. We have, since 
the opening of this bid, checked with Western Union Telegraph Co. to verify deliv- 
ery of this wire to your depot. Weare attaching hereto three exact copies of wire 
received by us from Western Union outlining delivery to your depot at 12: 59 p. m. 
We bring this matter to your attention becasue we understand through bid 
services that our price reduction as made by wire was not opened at the bid 
opening. We believe by our analysis of the abstracts that our price as reduced 
by our telegram to a net of $19.86 each will be the low bid on this item. We, 
therefore, are outlining above the details of our bid which are a matter of record. 
If, for any reason, there are any complications whatsoever we would appreciate 
you immediately contacting us for clarification. 
Very truly yours, 
SOUTHERN AVIATION MANUFACTURING Co., INC., 
Matriock ID. Hays. 


APRIL 1956. 

To: Commander, Shelby Air Force Depot, Wilkins Air Force Station, Shelby, 

Ohio. 
From : MHPCC-4-140-E. 
Re IFB 33-602-56-95. 
SoUTHERN AVIATION MANUFACTURING Co., INC., 

111 17th Street, Knoeville, Tenn. 

(Attention : Matlock D. Hayes.) 


Information received at this depot from the Small Business Administration 
states that your firm is large business. On the basis of this information your 
bid in response to the above referenced invitation is considered nonresponsive. 

HENRY J. MILLER, 
Contracting Officer. 


SOUTHERN AVIATION MANUFACTURING Co., INC., 
Knoeville, T'enn., April 10, 1956. 
HEADQUARTERS, SHELBY AIR FoRCE DEPOT, 
Procurement Directorate, 
Buyer: C. E. Larson, MHPCC, Wilkins Air Force Station, Shelby, Ohio. 

DeaR Sir: We today, received a wire from you requesting that we refer to 
MHPCC—+4+-140-E concerning our bid under your invitation IFB 33 (602)—56—95. 
We note where you state “Information received at this depot from the Small 
Business Administration states that your firm is large business. On the basis of 
this information your bid in response to the above reference invitation is con- 
sidered nonresponsive.” 

We wish to advise that we have been contacted by the Small Business Admin- 
istration for information concerning our intercompany relationships and our 
employment figures. We have furnished all requested information to the Small 
Business Administration in Atlanta, Ga., and were definitely under the opinion 
that they had rendered a decision that we were small business and had not 
classified us as big business. 

Needless to say, your wire comes as quite a shock to us. We are writing this 
letter to advise you that we are protesting the decision of the Small Business 
Administration with reference to classifying us as big business. We further re- 
spectfully request that you consider our bid as responsive until such time as 
this matter is cleared further with Small Business Administration, We cer- 
tainly expect Small Business Administration to reinvestigate this whole matter 
and to isssue notification to your offices immediately that we are small busi- 
ness. We will contact you further with reference to this matter within the 
next few days; however, we do desire for our bid on this invitation to be con- 
sidered as responsive as we are small business and can prove this. 

Very truly yours, 
SOUTHERN AVIATION MANUFACTURING Co., INC., 
H. D. WYNN 
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SMALL BUSINESS ADMINISTRATION, 
Washington D. C., April 18, 1956. 
Re invitation IFB 33 (602)—56—59 
HEADQUARTERS, SHELBY AIR ForcE DEPOT, 
Procurement Directorate, 
Buyer: C. E. Larson, MHPCC, Wilkins Air Force Station, 
Shelby, Ohio 

Dear Sir: It has been determined that Southern Athletic Co., Inc., and its 
affiliates employed fewer than 500 persons at the time they submitted a bid 
dated March 16, 1956, on invitation IFB 33 (602)-—56—59. 

Affidavits are on file with this Administration certifying that total employment 
of Southern Athletic Co. and its affiliates employed fewer than 500 which served 
as a basis for this decision. 

Yours very truly, 


T. G. WEALE, 
Director, Office of Procurement and Technical Assistance. 


SMALL BUSINESS ADMINISTRATION, 
Washington, D.C., April 23, 1956. 
Re (a) Invitation IFB 33 (602)-—56—-95. 
(b) My letter of April 18, 1956. 
HEADQUARTERS, SHELBY AIR ForcE DEPOT, 
Procurement Directorate, 
Buyer: C.F. Larson, MHPCC, Wilkins Air Force Station, 
Shelby, Ohio 
DEAR Sirk: Please refer to my letter of April 18, 1956, stating that it has been 
determined that Southern Athletic Company, Inc., and its affiliates employed 
fewer than 500 persons at the time they bid on March 16, 1956 on invitation 
IFB 33 (602)-56—-95 
The letter should have referred to Southern Aviation Manufacturing Company, 
Inc., as the bidder and should have cited invitation IFB-95. 
Very truly yours, 


T. G. WEALE, 
Director, Office of Procurement and Technical Assistance. 


MARCH 16, 1956. 
HEADQUARTERS, SHELBY AIR ForCcE DEPoT, 
Shelby, Ohio. 


GENTLEMEN: We are enclosing and attaching hereto our bid under your in- 
vitation IFB 33-602-56-95 which was issued on the 9th of January 1956. We 
do not have copies of all the amendments that have been issued against this in- 
vitation to bid. Please consider this as recognition and our agreement to abide 
by your amendment No. 1 dated January 26, 1956. This amendment changes 
the quantity of jackets and we are making such a notation on our original bid. 
Also, we are abiding by the amended delivery schedule as set forth and are mak- 
ing notations in our bid. We are fully in accord on amendment No. 1. 

We understand that amendment No. 2 was issued under date of February 
13 which was the amendment changing the opening date of this invitation. We 
hereby acknowledge receipt of this amendment and are recognizing same as a 
part of our bid. 

We understand that amendment No. 3 was issued on or about the 27th of 
February, which amendment changed the opening date of the invitation and also 
notifies the contractors that the wool-pile material will be furnished by the 
Government. We hereby recognize and agree to abide by amendment No. 3. 

We further understand that your last amendment No. 4 was issued on March 
% which changed the opening date of this entire invitation to March 19, 1956. 
In this amendment the Government outlined the fact that they were furnishing 
the wool-pile fabric and requested a percentage of standard Government allow- 
ances for savings. We are hereby stating that we offer to save the Government 
10 percent on their standard unit allowances for the various sizes. In this con- 
nection we recognize the fact that the unit price is $4.55 per yard and wish to 
point out our ability to bid a 10 percent savings to the Government on this ma- 
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terial is of considerable consequence. We desire that this will be recognized 


as a part of our bid and we hereby agree to abide by and have recognition of the 
fact that amendment No. 4 is in force. 

We sincerely regret that we were unable at this late date to secure the four 
copies of the amendments mentioned above; however, we do desire this letter 
to be considered as a part of our bid and are making notations on the actual 
bid of the necessary information. 

Very truly yours, 
SOUTHERN AVIATION MANUFACTURING Co., INC. 
MaTLock D. Hays, President. 


[Western Union telegram] 


To: Headquarters, Shelby Air Force Depot, Procurement Directorate, Buyer: 
C. EB. Larson, MHPCC, Wilkins Air Force Station, Shelby Ohio. 


Re I. F. B. 33-602-56-95 opening today 1 p. m. 


We offer additional discount of 3 percent if awarded 25,000 jackets. Disre- 
gard our all-or-none stipulation. Our net price $19.86 each. 


SOUTHERN AVIATION MANUFACTURING Co., INC. 


Above wire sent March 19, 1956; 12: 51 p. m. 
To: Southern Aviation Manufacturing Co., Inc., M. D. Hays, president, Knox- 
ville, Tenn. 
YR MSG 19 CT KVA812 Wilkins AF Sta buyer C. E. Larson reed 12:58 p. m. 
DLD TIE LINE 12: 59 p. m. 
WESTERN UNION TELEGRAPH Co. 
Above wire sent March 21, 1956—1 p. m. 


Exuipsit 13—Lerrers or RestGNatTion By Ropert Trier Ross 


JACKSON HEIGHTS, N. Y., February 21, 1952. 
Mr. H. D. Wynn, 
President, Southern Athletic Co., 
1021 White Avenue, Knogville, Tenn. 

DeaR Mr. WyNN: Due to my election to Congress on February 19, I hereby 
submit my resignation as northeastern representative of Southern Athletic Co. 
Please consider my resignation effective immediately. 

May I say that my relations with Southern Athletic Co. as sales representative 
have been most pleasant. 

Sincerely yours, 
Rosert Tripp Ross. 


JACKSON HeErIGHnTs, N. Y., February 21, 1952. 
Mr. H. D. WYNN, 
President, Wynn Enterprises, Inc. 
200 Fifth Avenue, New York, N.Y. 

DEAR Mr. WynN: Due to my election to Congress on February 19, I hereby 
submit my resignation as vice president of Wynn Enterprises, Inc., 200 Fifth 
Avenue, effective immediately. 

I regret that I must submit my resignation, however, I am not permitted under 
the rules of the House of Representatives to have any connection with Wynn 
Enterprises. 

Be assured that my relations with Wynn Enterprises have been most pleasant. 

Sincerely yours, 
RospertT TRIPP Ross. 


ce: Mrs. C. W. Ross, Secretary and Treasury, Wynn Enterprises, Inc. 
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Exuipsir 14—CorRESPONDENCE BETWEEN VARIOUS COMPANIES Con- 
TROLLED BY H. D. Wynn anp Wynn EnrTerprises, Inc. 


SEPTEMBER 10, 1956. 
WYNN ENTERPRISES, 


200 Fifth Avenue, New York, N. Y. 


GENTLEMEN: This is to advise you that we will rent you the space on Dale 
Avenue in the Fourth District of Knoxville in the 22d ward of the city of Knox- 
ville for a period of from 2 to 10 years. Should you rent the space for only 2 
years then we would want $916.67 per month payable in advance. If you will 
take the space for a long length of time we will reduce the rent by 5 percent. We 
must know at once if you are interested in this. If so, please advise. 

Very truly yours, 
SOUTHERN SPORTSWEAR Co., 
H. D. Wynn. 


SEPTEMBER 25, 1956. 
WYNN ENTERPRISES, 
200 Fifth Avenue, New York, N.Y. 

GENTLEMEN: This is to advise you that on March 1, 1957, we will lease to you 
all facilities at 111 17th Street, Knoxville, Tenn., for the manufacture of 
jackets for the Air Force. 

We have suggested to the owners of the building that you negotiate with them 
for a 2-year lease which I understand they are taking up with you. 

We will lease all machinery that we are listing as exhibit 1 attached to this 
letter for an annual rent of $3,500 per month or a total of $42,000 per year which 
rental is to be paid in equal monthly installments in advance on the first day of 
each month and every month during the terms of the lease, should you decide to 
accept our offer. We must point out to you that we cannot accept anything less 
than a 2 year lease. 

Very truly yours, 
SOUTHERN AVIATION MANUFACTURING Co. IN¢., 
U. E. Ness. Secretary. 


OCTOBER 1, 1956. 
WYNN ENTERPRISES, 
200 Fifth Avenue, New York, N. Y. 

GENTLEMEN : This is to advise you that on March 30, 1957, we will turn over 
to you all facilities and the plant space at 111 17th Street, Knoxville, Tenn., for 
the manufacture of jackets for the Air Force for the following consideration. 

Each machine that we have we want $15 per month rent with a minimum 
guaranty of 12 months for the approximate 15,000 square feet of floor space. We 
want $1,000 per month for the rent for a guaranty of 1 year. Total considera- 
tion for machinery and space will be $4,200 per month. 

Wynn Enterprises will guarantee payment on or before the 10th of each month 
and will be for a period of 1 year. If this meets with your approval please sign 
the extra copy and return. The original is for your files. 

Very truly yours, 
SOUTHERN AVIATION MANUFACTURING Co., INC., 
U. E. Ness, Secretary. 


OcToBER 30, 1956. 
WYNN ENTERPRISES, 
200 Fifth Avenue, New York, N. Y. . 

GENTLEMEN : This is to advise you that on March 1, 1957, we will turn over to 
you, all facilities and plant space at 111 17th Street, Knoxville, Tenn., for the 
manufacture of jackets for the-Air Force. 

At the present time we are manufacturing jackets and hope to reach a daily 
production of a thousand jackets per day. 

Enclosed you will find our lease for 2 years with a renewal option. 

We will expect Wynn Enterprises to see that the payment for the rent of the 
machines to be paid on or before the 10th day of each month. If this meets with 
your approval please sign the lease and return at once. 

Very truly yours, 
SOUTHERN AVIATION MANUFACTURING Co., INC., 
U. E. Ness, Secretary. 
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SouTHERN ATHLETIC Co., INC., 


Knozville, Tenn., October 1, 1956. 
Mrs. R. T. Ross, 


Wynn Enterprises, 
200 Fifth Avenue, New York, N.Y. 

Dear Mrs. Ross: I am submitting my resignation as president of Wynn En- 
terprises as I have not been able to spend any time on Wynn Enterprises busi- 
ness for the last 3 years and find that, in the future, I will not be able to give 
any time to it at all. 

Thanking you for accepting my resignation, I remain 

Very truly yours, 


H. D. “Breezy” Wynn. 


SOUTHERN ATHLETIC Co., INc., 


Knozville, Tenn., October 1, 1956. 
Mrs. R. T. Ross, 


Wynn Enterprises, 200 Fifth Avenue, New York, N. Y. 


Dear Mrs. Ross: This is to inform you that Wynn Enterprises will no longer 
represent the Southern Athletic Co., Inc. or Southern Sportswear Co. in any 
dealings with the quartermaster or any other Government agencies. Any nego- 
tiations that you have been on please terminate as soon as possible as I will 
represent the companies in the future. 

As you know, I only control Southern Athletic Co., Inc. and Southern Sports- 
wear and therefore can only speak for them. 

Very truly yours, 
SOUTHERN ATHLETIC Co., INC. 
H. D. WYNN. 


ExurBir 15—CorresPpONDENCE BETWEEN FLORIDA SECRETARY OF STATE 
AND THE MILITARY OPERATIONS SUBCOMMITTEE 


Marcu 18, 1957. 
Hon. R. A. GRAY, 


Secretary of State, 
Tallahassee, Fla. 


Dear Mr. Gray: Will you kindly furnish to this subcommittee photostatic copies 
of those portions of the annual report or corporate returns filed by Florida Ath- 
letic Co., Gainesville, Fla., with your office for the years 1951 to date, showing the 
names of the corporate officers, boards of directors, and related information de- 
seribing the corporate setup. 

Sincerely yours, 
Cnet HOvLIFIELp, 
Chairman, Military Operations Subcommittee. 


OFFICE OF THE SECRETARY OF STATE, 
STATE OF FLORIDA, 


Tallahassee, March 23, 1957. 
Hon. CHET HOLIrierp, 


Chairman, Military Operations Subcommittee of the Committee on Gov- 
ernment Operations, House Office Building, Washington, D. C. 


DEAR Mr. HOLiFIeLtp: As requested in your letter of March 18, we are enclos- 
ing xerox copies of the annual corporation returns made by the Florida Athletic 
Co., Ine., Gainesville, Fla., to this office for the years 1951 through 1956. 

Our records further show the original name of this corporation to have been 
Florida Manufacturing Co., Inc., and the name was changed to Florida Athletic 
Co., Inc., by amendment on March 10, 1948. The records further show that 
said company was dissolved for nonpayment of taxes on May 1, 1951, but was 
reinstated by payment of back taxes on May 21, 1951, and also an amendment 
was filed June 20, 1952, increasing the authorized capital stock to 5,000 shares 
of common stock at $50 per share. 

Trusting this is the information desired, I am 

Sincerely, 
R. A. Gray, Secretary of State. 


(The above-referenced returns are retained in the subcommittee 


files. ) 
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Exuipit 16.—CorrESPONDENCE BETWEEN THE STATE OF TENNESSEE 
AND THE Miurrary Operations SUBCOMMITTEE RE WYNN ENTEeEr- 
PRISES, INc., AND OTHER CoMPANIES 
JANUARY, 28, 1957. 
Hon. Frank G. CLEMENT, 
Governor, State of Tennessee, 
Nashville, Tenn. 

DEAR GOVERNOR CLEMENT: The Military Operations Subcommittee has under 
inquiry certain Government procurement and contractual matters relating to 
Wynn Enterprises, Inc., and companies previously or presently associated with 
it. Wynn Enterprises, Inc., is a New York corporation established in 1944 and 
having offices at 200 Fifth Avenue, New York City. 

Will you kindly advise me directly, or through the proper State authority: 

(1) What legal and administrative requirements must be fulfilled by out-of- 
State corporations doing business in the State of Tennessee? 

(2) Whether these requirements differ as between an out-of-State corporation 
purporting to do business in the State of Tennessee through its own producing 
facilities, leased and/or purchased, and an out-of-State corporation purporting 
to subcontract to a domestic corporation in the State of Tennessee? 

(3) Whether Wynn Enterprises, Inc., has, in fact, now or in the past, complied 
with any or all of these requirements? 

(4) Whether the State of Tennessee has made, or intends to make, inquiry 


to determine whether Southern Athletic Co. violated State law in regard to the 
following : 


Representations were made in sworn statements by H. D. Wynn, president 
of Southern Athletic Co., in annual reports required under section 4136, 
Code of Tennessee, 1950 Supplement that Robert Tripp Ross was a vice 
president of the company during 4 years beginning in July 1952. Mr. Ross 
publicly has denied any connection with the company since February 1952. 
Mr. Wynn has attributed the listing of Mr. Ross’ name for 4 successive years 
to auditor’s errors. 


I may observe that Wynn Enterprises, Inc. holds itself out as a selling or pro- 
curing office for Southern Athletic Co. and other companies in Tennessee and else- 
where in which H. D. Wynn has interests. In several years past ,including 1951, 
1952 and 1953, Wynn Enterprises, Inc. has contracted with the Federal Govern- 
ment in its own name to manufacture various clothing or equipment items and 
has arranged for the actual production in plants located in Tennessee or else- 
where by purporting to subcontract. 

A contract was awarded to Wynn Enterprises, Inc. on November 13, 1956 by 
the Quartermaster Depot, Philadelphia, for the production of 249,000 pairs of 
cotton, wind resistant trousers at a unit cost of $3.35, making a total contract 
price of $834,150, less a 6 percent discount for payment within 10 days. 

After the bid opening, in which Wynn Enterprises, Inc. was determined to be 
the low bidder by virtue of the discount arrangements it offered, the New York 
corporation undertook to acquire by lease and/or purchase plant space and pro- 
duction equipment from Southern Sportswear Co. and Southern Athletic Co., 
enterprises located in Tennessee in which H. D. Wynn has interests. In acquiring 
such producing facilities Wynn Enterprises, Inc. purported to act in its own name 
and separate corporate identity apart from H. D. Wynn’s interests. 

It may be noted that during the solicitation of the Government business by 
Wynn Enterprises, Inc. and for a brief period after the opening of the bid on 
September 14, 1956, H. D. Wynn was the president of Wynn Enterprises, Ine. 
However by a letter dated October 1, 1956, Mr. Wynn submitted his resignation, 
and his sister, Mrs. R. T. Ross (Claire Wynn Ross) succeeded to the presidency. 

If you require any further details relative to this inquiry, please contact my 
subcommittee staff director, Herbert Roback, room 1611, New House Office Build- 
ing, telephone National 8-3120, extensions 2071, 2072. 

Your help in this matter will be greatly appreciated. With kindest personal 
regards, I am 

Sincerely yours, 
CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee. 
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STATE OF TENNESSEE, 
DEPARTMENT OF STATE, 
Nashville, Tenn., February 1, 1957. 
Re Wynn Enterprises, Inc. 
Mr. CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee, 
1611 House Office Building, Washington, D.C. 


Dear Sir: Your letter of January 28 to Gov. Frank G. Clement has been 
referred to this office for reply. 

(1) The proper procedure for qualifying a foreign corporation in this State 
is to forward to this office a certified copy of the charter and all amendments 
thereto, certified by either the secretary of the corporation or the secretary of 
state of the State wherein incorporated, together with check in the amount of 
$300 and the appointment of a resident agent. I am forwarding you a copy of 
the statute on this subject under separate cover. 

(2) An out-of-State corporation purporting to do business in the State of 
Tennessee through its own producing facilities, leased and/or purchased would 
be required to domesticate in Tennessee, whereas, an out-of-State corporation 
purporting to subcontract to a domestic corporation in the State of Tennessee 
would not be required to domesticate, unless the contract was executed in 
Tennessee. 

(3) I have checked the records of this office and do not find that Wynn 
Enterprises, Inc., has in fact, now or in the past, qualified to do business in 
Tennessee as a foreign corporation. 

(4) No inquiry has been made to this office to determine whether Southern 
Athletic Co. has violated State law in the regard mentioned in question 4. 

Very truly yours, 


Joe C. Carr, Secretary of State. 


FEBRUARY 28, 1957. 
Hon. Grorce F. McCaNntess, 
Attorney General State of Tennessee, Nashville 3, Tenn. 
Nashville 3; Tenn. 


DeAR Mr. McCANLess: The Military Operations Subcommittee has under in- 
quiry certain Government procurement matters relating to Wynn Enterprises, 
Inc., a New York corporation, and associate companies incorporated in Tennessee 
and elsewhere. According to our records, Wynn Enterprises, Inc., received Gov- 
ernment contract awards during the years 1951, 1952, 1953, and 1956 for the 
manufacture of large quantities of military clothing, which contracts were per- 
formed in the manufacturing facilities of Southern Athletic Co., a Tennessee 
corporation, and possibly in other companies in which H. D. Wynn has con- 
trolling interest. 

By letter dated February 1, 1957, the secretary of state for the State of 
Tennessee advised me in response to an inquiry that according to the records 
of his office, Wynn Enterprises, Inc., has not now or in the past qualified itself 
to do business in Tennessee as a foreign corporation. 

This subcommittee wishes to be advised whether Wynn Enterprises, Inc., 
under the circumstances here set forth, has in any manner violated the Tennessee 
corporation laws. 

Inquiry is also made as to whether any question of State law violation is 
raised by virtue of the fact that Southern Athletic Co., in sworn statements in 
its annual reports to the State of Tennessee for the 4 years beginning in July 
1952, lists Robert Tripp Ross as vice president, whereas Mr. Ross publicly denied 
any connection with the company since February 1952. 

For your information, I have set forth certain facts and asked certain ques- 
tions bearing on this matter in a letter to Governor Clement under date of 
January 28, 1957. 

Sincerely yours, 
CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee. 
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FEBRUARY 28, 1957. 
Hon. Jor C, CARR, 
Secretary of State, State of Tennessee, 
Nashville, Tenn. 

DEAR Mr. Carrk: Inquiry is hereby made whether any of the companies listed 
below are corporations registered with the State of Tennessee either presently 
or within the past 6 years. 

For those companies registered, will you kindly furnish to the subcommittee 
photostatic copies of all annual reports filed by those companies for the years 1951 
to 1956, inclusive. 

Since your reply dated February 1, 1957, to my previous inquiry, advising that 
Wynn Enterprises, Inc. has not qualified to do business in Tennessee as a foreign 
corporation, will you advise the subcommittee whether there has been any change 
in this situation. 

The companies about which inquiry is being made are the following : 

Southern Athletic Co. 
Southern Sportswear Co. 
Southern Aviation Manufacturing Co. 
Southern Aircraft Manufacturing Co. 
Salvage Company of Tennessee 
Majorette Sportswear 
Hays Manufacturing Co. 
Appalachian Mills 
Hall, Tate Manufacturing Co. 
The Emporium Corp. 
Etowah Garment Co. 
Your help in this matter will be greatly appreciated. 
Yours sincerely, 
CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee. 


STATE OF TENNESSEE, 
OFFICE OF THE ATTORNEY GENERAL, 
Nashville, Tenn., March 7, 1957. 
Hon. CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee of the Committee on Govern- 
ment Operation, House Office Building, Washington, D.C. 

DreaR REPRESENTATIVE HOLIFIELD: I acknowledge receipt of your letter of 
February 28, 1957, which you have written me regarding your investigation of 
Wynn Enterprises, Inc., Southern Athletic Co., H. D. Wynn, and Robert Tripp 
Ross. 

The matters about which you have inquired are not within my jurisdiction and 
I regret that I cannot give you the expressions of opinion which you have re- 
quested. 

Sincerely yours, 
GEORGE F. McCCANLESS, 
Attorney General. 
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STATE OF TENNESSEE, 
DEPARTMENT OF STATE, 
Nashville Tenn., March 7, 1957. 
Hon. CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee, 
House of Representatives, 
House Office Building, Washington, D.C. 


DEAR Mr. HOLiFIeELD: I have enclosed herewith certified photostat copies of 
the annual corporation reports for the following-named companies : 
Southern Athletic Co. ; 1951 through 1956. 
Southern Aviation Manufacturing Co. ; 1956 report. 
Salvage Company of Tennessee ; 1951 through 1956. 
Majorette Sportswear, Inc. ; 1951 through 1956. 
Appalachian Mills Company ; 1951 through 1956. 
Hall-Tate Manufacturing Co. ; 1951 through 1956. 
The Emporium Corp. ; 1951 through 1956. 
Etowah Garment Co. ; 1951 through 1955. 
We do not have active corporations listed under the names of Southern Sports- 
wear Co., Southern Aircraft Manufacturing Co., and Hays Manufacturing Co. 
The Southern Aviation Manufacturing Co., Inc., was incorporated on Novem- 
ber 12, 1955, therefore only one report has been filed by this company. The 
charter of incorporation for the Etowah Garment Co., Incorporated was revoked 
for the nonpayment of Taxes on October 1, 1956; therefore we did not have a 
report for the year 1956 for this company. 
Very truly yours, 
J.C. Carr, Secretary of State. 
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IN WITNESS WHEREOF, I have hereto affixed my signature 
and the Great Seal of the State, at Nashville, this 
day of March in the year of our Lord 
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Exuisir 17—Lerrer From Beauv BrumMety Tres, Inc., Crncinnatt, 
Ono, To THE Minirary Orrrations SUBCOMMITTEE 


Beau BRUMMELL TEs, INC., 
Cincinnati, April 13, 1957. 
Mr. Cuet HOoririexp, 
Chairman, House Government Military Operations Subcommittee, 
House of Representatives, Washington, D. C. 


Dear Sir: We know that other legitimate nationally known manufacturers 
will get the same thrill out of the procurement investigation that is now going 
on as we have had in reading about what is contemplated for the future in pro- 
curement policy. 

We have been arguing this situation for the past 10 to 15 years, not for any 
personal reasons, but because we are so anxious to see that the Government 
gets value received for every dollar that they spend. 

Leave me give you a little of our background. We have been the experimental 
firm for all branches of the Armed Forces in regards to neckwear since 1942. 
After months of research and experimentation and contacts with the Armed 
Forces, we developed fabrics and colors for o. d. 5, 0. d. 51, and blue 83. 

We developed a Palm Beach fabric in conjunction with the Philadelphia 
Quartermaster, Washington, the mill, and ourselves. Same was adopted with 
a fine finish for a necktie. Specifications were written on the fabric in which 
the finish was not detailed. Mills delivered fabrics according to specifications, 
but all except Palm Beach mill fabric, turned out a piece of fabric like burlap. 
Regardless, it was specification and was accepted. 

It was this burlap fabric that caused a discontinuance of the Palm Beach 
fabric by our Armed Forces. The reason for discontinuance lies with the Gov- 
ernment’s not insisting in their specification that it have a certain finish. They 
accepted anything to the detriment of the necktie, and as a result, all this 
to do about getting a new fabric. 

We are the organization that are the originators, and held the patent on the 
world famous four-fold construction, precision made. When adopted by our 
Government, we gave to them a royalty free license for the duration of our 
patent and also went further in allowing an amended construction suggested 
by the Philadelphia Quartermaster Depot in order to eliminate any controversy 
on monopoly of construction. 

We received the first order for o. d. 5 when the change was made in 1943, 
regardless of competitive bidding being lower on a product that other manufac- 
turers knew nothing about and had no idea as to how it could be produced. 
We were advised that our inspection on competitive ties on this construction 
was necessary to see that they met with specifications. We wrote the original 
specifications for this necktie back in 1943. 

After receiving the first contract, we accepted 2 or 3 after that, where ex- 
pediency was necessary in getting o. d. 5 ties. Then, we stepped out of the pic- 
ture because it was impossible for us to meet reckless competition bidding on an 
inferior construction and quality finish of o. d. 5. It seemed like the Govern- 
ment disregarded inspection and quality of fabric, which harmed our civilian 
business and harmed the product that we were producing for our Armed Forces. 
Competitors had no idea of how to make the tie. They weren’t interested in 
quality, and the Government disregarded all of same by giving their bids to the 
lowest price regardless of firm responsibility and their know-how. We could 
write an interesting story about the bidders for these ties, most of whom were 
unknown. 

On a recent invitation to bid for ties in late 1956, we thought we would get 
back into the picture of giving the Government a quality product, and when same 
was reecived, we protested strongly against the style of the tie with a 34%4-inch 
apron, which was an obsolete style, now outmoded and worthless. We recom- 
mended to the Office of the Quartermaster General a change from this 34-inch 
outmoded apron to a 2%-inch or a 3-inch apron, bringing the tie in line with 
present day styling of men’s neckwear. 

We sent them a tie for comparison and showed them where there wouid be 
a savings of many, many thousands of dollars in piece goods, plus giving the 
wearer something practical and a tie that fits the present mood of what a man 
should wear, whether in civilian life or the Armed Forces. 





V 
ties 
Ma 
be } 
R 
tie 


any 
Son 
anc 

1 


be | 
per 
ear 

I 
you 
anc 


bid 
! 


Ar! 
bee 
con 
out 
thi 

’ 
giv 
ap! 
ha 


spe 
be 
wa 
th: 
’ 


eve 
col 
int 


at 
po 


mi 
ha 
du 
th 


an 
th 
Ge 
tr 
in 
F% 


th 
of 
ge 
al 
tu 





MILITARY CLOTHING PROCUREMENT 479 


We were advised by letter of December 3, 1956, that the 34-inch apron on 
ties on the invitation to bid was in conformity with other aprons used by the 
Marine and the Navy Divisions, but, that our suggestion had merit and would 
be given every consideration. 

Regardless of the above, we didn’t feel we wanted to bid on a 34-inch apron 
tie because it was useless as far as present styling was concerned, but we did 
anyhow, just to get into this picture. Bids ranged from 46 cents to 48% cents. 
Some bids offered one-tenth to one-fourth percent discount. Our bid was $0.494 
and $0.495. All firms up to 48% cents received awards. 

We got the usual form postal card from some clerk advising no award would 
be made. So, we missed out in our effort to give the Government a nice tie by a 
penny per tie. We weren’t bidding for the entire contract, just enough to take 
care of a couple of depots near us, such as Columbus and Atlanta. 

How would you feel, if you missed out by a penny per tie on a product that 
you were the originator of and that you still make millions of in civilian life 
and saw these bids awarded to manufacturers unheard of, who bid just to be 
bidding, and if they got a contract, would do the best they could. 

As mentioned, we have been the experimental firm for all branches of the 
Armed Forces for years, and now we get into the picture again. Since, we have 
been advised that the Uniform Development Division of the Armed Forces is now 
considering the tie that we suggested when this last year’s contract was given 
out, a narrower tie with more style, and at a great savings of money and some- 
thing that our Armed Forces will be proud of. 

We, as in the past 15 years, are cooperating with the Development Division, 
giving them countless sample ties of color, fabrics, length of ties, and widths of 
aprons. We receive nothing for this and expect nothing for it. We are always 
happy to cooperate. 

All of which leads us into the usual situation that when we are all through 
spending days and days in assisting the Uniform Development Division, bids will 
be let out and reckless competition, no doubt, will get the awards because in no 
way can we meet this type of competition, who have no interest in anything other 
than just making another tie. 

We never have and never wil! meet this type of competition, and if you would 
ever visit our plant in Cincinnati and see the effort that we make on quality and 
construction of products, you would appreciate our position. We are tops in our 
industry and never deviate from quality of product, regardless of price. 

Right now, we are cooperating and developing ties for the Air Force Academy 
at Denver and the Strategic Air Command at Omaha and do business with some 
post exchanges, both foreign and domestic. 

The only thanks we have ever gotten for our efforts and expense is seeing other 
manufacturers get the awards, which we have always claimed was unfair. We 
have proved ourselves big enough to forgive and forget but still appreciate our 
duty in assisting our Government in every way, shape, and form, regardless of 
the dollars and cents involved. 

We note with great satisfaction a possibility of negotiating price contracts, 
and we say that it is about time that someone took the bull by the horns and sees 
that responsible and reputable American manufacturers do some work for our 
Government and not the hit-and-miss individuals who have created all the 
troubles that are being investigated today, especialiy for the good of the service 
in getting for them the quality that they deserve and to see that our Armed 
Forces get the best for the moneys that are being spent. 

Once the Quartermaster procurement does business with good manufacturers, 
they will realize that they will get a better product for the money spent and a lot 
of their worries will be over. We are wholeheartedly in accord with the investi- 
gation going on. We have no ax to grind and are only interested in fairness to 
all concerned that a policy be adopted that does not exclude legitimate manufac- 
turers of quality products. 

Good luck to your entire committee in your endeavors. 

Sincerely, 
Beau BRUMMELL Ties, INC., 
HARRY J. WEISBAUM, 
Vice President and Treasurer. 
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Exurpir 18—Exrracts or Lerrer From AMALGAMATED CLOTHING 
Workers or America, New Yorn, N. Y., TO THE MInitTary Opera- 
TIONS SUBCOMMITTEE 


AMALGAMATED CLOTHING WORKERS OF AMERICA, 
New York, N. Y., April 10, 1957. 
Representative CHET HOLIFIELD, 
Chairman, Subcommittee on Military Operations, 
Committee on Government Operations, 
House of Representatives, Washington, D.C. 


DEAR REPRESENTATIVE HOLIFIELD: Thank you for the invitation to testify at 
the current public hearings of the Subcommittee on Military Operations to inves- 
tigate Government procurement operations in which the Wynn enterprises have 
been involved. I very much regret that I am unable to appear personally, and 
should appreciate your making the following comment part of the record. 

The fundamental question raised by this investigation reaches far beyond 
this specific issue. It is the question of the adequacy of existing procurement 
policies and practices, and of whether the government's experience with the 
Wynn enterprises will be utilized to strengthen those policies and practices in 
the public interest. In this connection I should like to offer the following sug- 
gestions with regard to the allocation of Government contracts : 

(1) Contract should not be awarded to companies which have repeatedly 
violated Federal statutes. Persistent violators compete unfairly with respon- 
sible, law abiding manufacturers, and should not be rewarded with Government 
business. Such companies, and firms related to them through substantial com- 
mon ownership, should be declared ineligible to bid on or receive Government 
contracts, and should not be able to regain eligibility through the simple ex- 
pedient of bringing themselves into compliance after each new violation is dis- 
covered. 

(2) Contracts for garments with given quality standards should be awarded 
only to firms whose normal business experience is such as would require and 
enable them to meet these quality standards. A company requires extended 
experience producing quality garments before it can maintain uniformly high 
quality standards. For this reason no responsible civilian buyer would place 
an order for high quality garments with a firm which in the ordinary course of 
its business produces lower quality apparel. Yet the Government regularly de- 
parts from this established and sound procurement practice, and awards con- 
tracts to bidders who cannot possibly meet the requisite quality standards. Our 
Armed Forces are entitled to high quality, and should not be subjected to in- 
ferior workmanship and inferior products. 

(3) To be eligible for a Government contract a firm should not only be finan- 
cially responsible, but should have the facilities and experienced manpower re- 
quired to meet production standards and delivery dates. Consequently, con- 
tracts should not be awarded to new, untried firms. Nor should they be given 
to companies which require learners to fulfill them, not only because there is 
unemployment elsewhere in the industry, but because quality standards require 
experienced workers. Repeated delinquencies or failures to meet quality stand- 
ards should bar a firm from further Government work. 

(4) Contracts should not be awarded to companies engaged in labor disputes, 
or to firms related to them through substantial common ownership. The very 
fact of a labor dispute calls into question the ability of the firm to meet pro- 
duction standards and delivery dates. Moreover, an award made under such 
circumstances would be tantamount to the Government’s taking sides in the 
dispute and encouraging its prolongation. 

(5) The practice of multiple bidding—under which an individual with a con- 
trolling interest in several firms, in response to a single invitation to bid, sub- 
mits a separate bid in the name of each individual company—invites abuse and 
should be eliminated. 

(6) Contracts should be awarded only to firms which pay both the prevailing 
minimum wage and at least the prevailing average wage for the category of 
garment involved. While the Government should not be expected to pay a 
penny more than is fair, it should not penalize workers by encouraging em- 
ployers to pay less than the prevailing average wage. 
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(7) Specifications, delivery schedules, and other requirements of Government 
contracts for standard items of apparel should be realistic in terms of en- 
couraging the more experienced and dependable apparel producers to bid, instead 
of leaving the field to the least responsible elements in the industry. 

I should like to take this opportunity to command you and your subcommittee 
for undertaking this investigation. You are rendering an important public 
service. 

Sincerely yours, 
Jacos 8S. Pororsky, General President. 





